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-Automaticall 
steps up your loa 


I new completely 
Automatic 211.6x 


The new automatic Silex — you simply 
“set it and forget it — appeals to 
your users because it brews coffee — 
automatically. Keeps brewed coffee 
at drinking temperature —— automati- 
cally. 
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SAPPIDELL SS SIL EPRI SREL TAY 


You will want to feature it because its 
longer use adds many extra KWH to 
your lines. Model shown $7.95. Other 
models from $8.95. Pyrex brand glass 
used exclusively. Upper bowl handles 
on all models. 


The Silex Co., Dept.1123 Hartford, Conn. 
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' Built for 
Certified by © _goge 
A.G.A. Testing ae Reliabili ty! 
Laboratory 
© ciate and rectification of 
uneven gas pressure add to the economy and satisfaction derived from 
any gas appliance. Barber Pressure Regulators make gas behave—help 
any gas-burning appliance to perform at its best. A regulator can be built 
for competitive purposes alone—and priced accordingly. But putting such 


a regulator on a high-quality gas appliance is like wearing a ten-cent 
necktie with a sixty-dollar suit. 


Only tested principles of construction and the finest of materials and 
workmanship go into Barber Regulators. The result is long-time dependa- 
bility. Quality appliance makers also like Barber Regulators because of 
their modern appearance, which conforms to better design in present- 
day appliances. For real regulator satisfaction—standardize on Barber! 


fe) All-bronze body—brass working parts. Tested for opera- 
tion within 3/10 pressure drop. Write for full information 
on Barber Conversion Burners, Appliance Burners, and 


Pressure Regulators. 


HE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


e BARBER &SZ2X<BURNERS-~ e 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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Roin to Resist 
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RESCENT 


IMPERVEX 


INSULATED WIRE and CABLE 


Here is a special moisture resistant insulating com- 
pound used on building wires and secondary net- 
work cables without lead sheath in moist locations. 
CRESCENT IMPERVEX is not only highly re- 
sistant to water absorption, but it is also superior 
in its resistance to the effects of ground acids and 
alkalis... . And one thing to remember, IMPER- 
VEX IS MADE ONLY BY CRESCENT. 


All types of Building Wire and all kinds of Special Cables 
to meet A.S.T.M., A.R.A., 1.P.C.E.A., N.E.M.A., and all Rail- 
road, Government and Utility Companies’ Specifications. 


RUBBER POWER CABLE 
SERVICE ENTRANCE 
CABLE 
SIGNAL CABLE 
VARNISHED CAMBRIC 


CAI 
WEATHERPROOF WIRE 
CONTROL CABLE 
DROP CABLE 
LEAD COVERED CABLE 
MAGNET WIRE 
PARKWAY CABLE 
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Pages with the Editors 


Ts year it certainly should not be diffi- 
cult for Americans to find reasons to be 
grateful on Thanksgiving Day. The obvious 
reason, of course, is the Atlantic ocean, which 
separates us from the European maelstrom. 
This should, in itself, be enough basis even for 
two Thanksgiving Days in those jurisdictions 
where local authorities differ with President 
Roosevelt on the proper date for carving up 
the gobbler. 


However, a few days ago we received a 
rather original suggestion for a Thanksgiving 
message for this year in a letter from L. G. 
Elliott, president of the LaSalle Extension 
University. He points out that in expressing 
our traditional appreciation to the Great 
Giver, we have heretofore generally stressed 
the festival nature of the holiday and perhaps 
overlooked its more charitable implications. 
President Elliott stated : 


“... Might its real meaning not be spot- 
lighted and its value extended if, during the 
week in which Thanksgiving occurs, we all 
tried to express our appreciation for favors 
done, not by the Creator alone, but also to 
our neighbors, our family, our friends, our 
customers, our patrons, and others who cross 


FERGUS J. MCDIARMID 


John Bull can take his public ownership 
and he can let tt alone. 


(SEE PAGE 675) 
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T. N. SANDIFER 


Townsendism is shining up the utilities 
as a tax target. 


(SEE Pace 659) 


our path? Many of us are too prone to take 
for granted many kindly acts, and expres- 
sion of appreciation might start a great 
chain of better understanding and _ finer 
human relations.” 


CERTAINLY this kindly thought embraces a 
point well taken; namely, that gratitude, like 
charity, might well begin at home. And surely 
the simple word of thankfulness to our own 
intimates should be at least as pleasing to the 
Dispenser of all benefits as a ritualistic ban- 
quet designed principally for our gastronomic 
satisfaction. 


Ir is not that we have anything against 
turkey with trimmings, per se; it’s just that 
before resigning ourselves to the contempla- ” 
tion of the groaning board we would like to 
take this occasion to thank all of our readers, 
contributors, friends, critics, and others who 
have interested themselves in the pages of the 
ForTNIGHTLY during the past year, or prior to 
that, for the time they have given to our ef- 
forts. We hope that they have received some 
benefit thereby, as we surely have because o! 
it. We hope, also, that the coming year will 
bring additional benefits along this line to all 
parties concerned. 





November 23, 1939 Public Utilities Fortnightly 





RILEY STEAM GENERATING UNIT 


Installed in the plant of 


Central Illinois Light Company, Peoria, IIl. 
(Commonwealth & Southern Property) 


X / 


300,000 ibs. steam per hour, 900 Ibs. pressure, 875° F. Steam Temperature 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT TACOMA 
ST. Louis CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY Los ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
ULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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8 PAGES WITH THE EDITORS (Continued) 


A™= listening to the recent debate over the 
neutrality bill (we really didn’t listen to 
a bit of it, you understand, with the news- 
papers doing such a grand job of reporting 
it), we can appreciate that the distinction be- 
tween an aggressor and a nonaggressor can 
become so delicate as to border on the realm 
of metaphysics. But, diplomatic declarations 
to one side, if you backed the average English- 
man, German, or Frenchman into a corner and 
asked him what he was fighting for, he would 
probably reply for Britain, Germany, or 
France, respectively. 


In other words, the rank and file of a na- 
tion’s population do not voluntarily go to war 
unless they are convinced that their national 
institutions, customs, and so forth are in 
danger of being changed by hostile interfer- 
ence in such a way as will not be pleasing to 
them. Each nation has its own traditions, of 
course, which are respectively cherished by 
the typical citizen of that nation. 


EvEN the public utility business has devel- 
oped quite differently in various countries, and 
that development has become part of the char- 
acter of the various countries as we know 
them today. It was over a year ago that 
Fercus J. McDrarmip, the Indiana insurance 
executive who has often written for the 
ForTNIGHTLY, found himself in England dur- 
ing the peak of the Czechoslovakian crisis 
which resulted in the celebrated but ill-fated 
4-power accord at Munich. 


Mr. McD1armip, being of a financial turn 
of mind and always interested in public utili- 
ties, had intended to use some of his time in 
London in the collection of information about 
the financing of British public utilities. But 
he found that in the course of his investiga- 
tions he had to walk over sandbags and stum- 
ble across air raid shelters, just as any 
American would have to do if he were in 
London today. The resulting article is a pe- 
culiar mixtire of war-time atmosphere and 
British utility financing. Needless to say, this 
proves to be a very timely temper for an arti- 
cle, in the light of recent developments abroad. 
Mr. McDrarmip is a graduate of the Univer- 
sity of Toronto (’28) and has for some time 
been a security analyst for the Lincoln Na- 
tional Life Insurance Company of Fort 
Wayne. 


¥ 


E welcome a newcomer to the roster of 

ForTNIGHTLY contributors with the 
publication in this issue of an article on the 
tax outlook for utilities by T. N. SANDIFER. 
The author has spent twenty years writing na- 
tional news, most of it from Washington bu- 
reaus or press associations, or as special cor- 
respondent to magazines in various fields. 
Mr. SANDIFER was a White House corre- 
spondent for the International News Service 
during part of the present administration, and 
has handled public relations in various parts 
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JAMES H. COLLINS 


A loyal employee is a utility's choice 
advertisement. 


(SEE PAGE 667) 


of the country for trade associations and 
other national organizations. 


¥ 


AMES H. Couns, whose article on utility 

employee relations begins on page 667, is 
another fairly regular contributor to the 
FortNIGHTLY. Mr. CoLtins was born in De- 
troit in 1873 and began writing around 1900. 
Since that time his published writings on 
business subjects have been too numerous to 
enumerate here. He was a frequent contribu- 
tor to The Saturday Evening Post and gained 
experience in government methods during the 
World War as a volunteer under Herbert 
Hoover’s Food Administration, George 
Creel’s Committee on Public Information, and 
the old U. S. Shipping Board. For the last 
nine years he has been editor of Southern 
California Business, monthly magazine of the 
Los Angeles Chamber of Commerce. Since 
1926 he has resided in Hollywood, Cal. 


¥ 


le the next issue we are planning to present 
another article on the TVA yardstick by 
Professor Martin G. Glaeser, of the Wiscon- 
sin University faculty and former TVA chief 
power planning engineer. There will also be 
a discussion about the recent plight of the 
railroads by Lester Velie, financial editor of 
the New York Journal of Commerce. 


THE next number of this magazine will be 
out December 7th. 


Ic Colitis 
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Two views of Inactive 
Record Rooms estab- 
lished by the San An- 
tonio Public Service 
Company. 


Room 


For electrical utilities facilitating 
compliance with the Federal Power 
Commission’s Order No. 54. For 
gas and water companies providing 
close control over priceless assets. 


THE EXPERIENCE OF THIS LARGE TEXAS UTILITY CAN BE 
DUPLICATED RIGHT IN YOUR OFFICES 


The San Antonio Public Service Company, like your 
own organization, had accumulated records for years. 
Every available corner was filled with them. There 
seemed no end to the flow of inactive, but still valua- 
ble accounting records, correspondence and forms. 
The space problem became pressing. The reference 
problem grew serious. 


A PLAN IS ESTABLISHED 


It was decided to bring inactive records under con- 
trol. Remington Rand was invited to prepare sug- 
gestions. Our blueprints demonstrated practical ar- 
rangements for three new Inactive Record Rooms, 
each to serve adjacent depar ts. Our equip 

recommendations revealed compactness, flexibility, 
accessibility, never previously experienced. Over two 
thousand Remington Rand Steel Transfer Cases were 
installed—in drawer sizes that matched the various 
records they held. A new era of record usefulness 





began at the San Antonio Public Service Company. 


A SPECIALIZED SERVICE 


Remington Rand frequently assists in the organiza- 
tion of Inactive Record Rooms. Our Public Utility 
representatives are particularly able to render this 
service. For electric companies they facilitate com- 
pliance with the Federal Power Commission’s Order 
No. 54 governing record preservation. For gas and 
water companies they set up procedures and devise 
floor plans that bring valuable papers under strict 
control. 


SEND FOR THIS NEW BOOKLET 


A new Remington Rand booklet, “Retention and 
Control of Inactive Records”’, will give you the facts 
you need for setting up an Inactive Record Room. 
It’s yours—free of cost and obligation. Use the cou- 
pon! 





Remington Rand Inc. 


Please send me at once 


“Retention and Control 


BUFFALO NEW YORK 


BRANCHES EVERYWHERE 


of Inactive Records”, 
LB-228. No obligation! 
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NOV. 23, 1939 


10 





ovember 23, 1939 Public Utilities Fortnightly 





Lowest Cost?... NO! 
Highest Quality? 
emphatically YES! 


Ph Ts 


LCAN VALVE HEAD, LG-1 


he Vulcan Automatic Valve Operat- Se EE 
Head is an advanced development 
the high and ever increasing higher 


esure and temperature conditions 
co ed i od: ti lants. 
= is podpress “a S @) oO T B L @] WwW E x s 
" . A piston valve steam 


este Mende tie Guth sane —are built with but one object—to provide industry 


ead in wer Desi h ‘ 
ce a  e with the highest quality equipment of this type it is 


possible to build. Every steam plant offers new 
problems in soot removal—Vulcan Engineers have 
successfully solved thousands of such problems. 
Vulcan installations are soundly designed, individually 
designed to do. their work efficiently and economically— 


to cut fuel costs and provide real savings 


LCAN VALVE ASSEMBLY in steam production. 








can Valves of completely corrosion 
stant materials and stainless steels 


designed for immediate accessi- 
ty; they are so successfully de From the desks of design and fayout 


ned that of thousands in use no engineers to drafting room to factory 

of this type has ever failed in craftsmen and to field service, Vulcan 
a Bagot been itr — personnel takes pride in providing a per- 
lemons Me Ae 3:0 Amc sonalized installation, built co exacting 
break—no opening or closing against standards for long service and economical 
im pressure—no regrinding of operation—backed by a record of lowest 
= is ever required—valve packing maintenance. Ask the Vulcan Engineer 
iminated. All Vulcan Heads are representative why Vulcan must build 


ipped with Vulcan pioneer Under 
m Supports which have eliminated aw ental. 


page of elements. VULCAN VALVE DETAIL 





ulcan Soot Blower Corporation ° Dubois, Pa. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 








—MOoNnTAIGNE 





“We are on the pacific side of the Atlantic.” 


¥ 


“There is rarely ever enough capital to offset bad man- 
agement... .” 


¥ 


“The Federal circuit courts of appeals are the least 
understood courts in the land.” 


¥ 


*... it is time to put gas on the offensive, rather than 
having it always on the defensive.” 


‘ 


¥ 


“Norway, Sweden, and Switzerland are the most peace- 
ful nations in Europe. Reason: They have public owner- 
ship.” 


¥ 


“Rural electricity more thah almost anything else can 
help the farmer carry out soil-conserving farm prac- 
tices.” 

¥ 
. one can think very highly of a government ad- 


ministrator and still not give him the keys to the Federal 
Treasury.” 


“ 


¥ 


‘ 


‘.. . the annual loss to the coal industry as a result 
of the complete TVA output will amount to 5,751,000 
man-days.” 


¥ 


“To say that industry no longer offers opportunity 's 
to say that the creative power of the American spirit has 
come to an end.” 


¥ 


‘,,. as long as electric power is neither wholly govert- 
ment-owned nor wholly privately owned, there will bea 
power controversy...” 


‘ 


¥ 


“Time was when domestic air mail was a heavily, sub- 
sidized service, but in recent years it has been approach- 
ing the self-sustaining point.” 


12 














“These short-cuts 
will save time in 
the office” 


A survey of the routine at 
each desk is often the first 
step toward shortening or 
eliminating operations 
which may actually handi- 


cap an office force. 


The next step is to investigate the many new and im- 


proved Burroughs machines and features which pro- 


vide practical short-cuts that save time, money, and 
effort. Your local Burroughs representative will be 
glad to show them to you, and to co-operate with you 
in any service you may require. We suggest that you 
call him. Or, if more convenient, write direct. 


BURROUGHS ADDING MACHINE COMPANY 
6187 Second Boulevard, Detroit, Michigan 
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“,.. the TVA is itself a project now so far along that 
neither those who are in principle opposed to the govern- 
ment’s engaging in activities of this kind nor those who 
have selfish motives can defeat it.” 


¥ 


“I have experienced so much trouble in learning when 
I am right and when I am wrong on this [Gilbertsville 
dam] question, that for the first time in my senatorial 
career I have voted on both sides.” 


¥ 
“We have had six years of this New Deal. After six 
years of lending and spending, of ranting and chanting, 


of dealing and squealing, the problems which you 
[Democrats] promised to solve remain unsolved.” 


¥ 


. .. No money can bring greater benefit to our people, 
nor is more certain of repayment, than that which the 
Rural Electrification Administration has lent to enable 
farm people to serve themselves with electricity through 
their own coGperatives.” 


“ 


¥ 


“The power companies of our country have failed to 
recognize their just obligation to society—to the public, 
They have failed to aid the government in national se- 


curity in not promoting and encouraging the electro- 
metallurgical and electrochemical industries of our coun- 
trys” 


¥ 


“The evidence in regard to the production of elec- 
tricity in connection with the TVA from the very first 
has shown that electricity has never been produced as 
cheaply by water power as it has by steam when it has 
been necessary to buy sites composed of farm land for 
power dams.” 


bd 


“We have heard much criticism of an expensive, top- 
heavy bureaucracy being built up by Washington, yet we 
find in the PWA an agency whose administrative expense 
is lower than any other save one in the whole govern- 
ment, totaling less than one-half of 1 per cent of the 
total cost, releasing 994 per cent for the work it was 
created to do.” 


¥ 


“Our public debt—national, state, and local—now aver- 
ages $430 for every man, woman, and child in the coun- 
try. The present generation has placed a mortgage on all 
the people and on the property of all the people in order 
to prime the pump for the present generation. We are 
handing down to our children a staggering indebtedness 
which they did not incur but which they will be required 
to pay (not heirlooms but chains).” 
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ODERN Roiler, Fuel Burning 
and Related EGuijament 


For unit capacities from 1000 
to 1,000,000 Ib of steam per hr 


C-E TYPES 
BENT TUBE—multi-drum, four-drum, three-drum, two-drum 
STRAIGHT TUBE—sectional header, box header (cross drum and 
long drum) 
BO | LE RS FIRE TUBE—hrt, vertical, internally fired, locomotive type 
MARINE—sectional header, bent tube 
WASTE HEAT—straight tube, bent tube, fire tube 
(C-E Boilers include all types known by the trade names Heine, Walsh- 
Weidner, Casey-Hedges, Ladd and Nuway) 














C-E TYPES 


Sl p F ms H FAT F RS various designs suitable for any superheat requirements and applicable 
to any type or size of water tube boiler; also a girth type for hrt boilers. 


Known by the trade name Elesco. 





C-E TYPES 
UNDERFEED—multiple retort, single retort (five designs) 


STOKERS CHAIN GRATE—(three designs) 
TRAVELING GRATE—(two designs) 
(C-E Stokers include all types known by the trade names Coxe, Green, 
Type E, Type K, and Skelly) 





C-E TYPES 


PlJ LVE R | I] F p) al L | both direct fired and storage systems and a variety of designs of mills, 
burners, feeders and related equipment, including those known by the 


trade names Raymond and Lopulco. 





C-E TYPES 


FURNACES both dry bottom and slagging pulverized fuel furnoces as well as 


extended surface and plain water-cooled wall constructions. 





C-E TYPES 
regenerative, plate and tubular air heaters; continuous loop and flanged 
joint types of fin tube economizers. Latter known by the trade name 
Elesco. 





C-E TYPES 
suitable combinations of boiler, fuel burning and related equipment 


COM dial: lJ N ITS for any fuel and for capacities from 1000 to over 1,000,000 Ib. of 


steam per hr. Also complete units of standard design known by the 
trade names C-E Steam Generator, Type VU, and Combustion Steam 
Generotor. 


Combustion Engineering Company, Inc., 200 Madison Ave.,New York » Canada: Combustion Engineering Corp Ltd., Montreal 


COMBUSTION ENGINEERING 
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AT THESE LOW RATES 


You Can Really Afford to Carry 
Ample Life Insurance Protection 


is a policy that, according 
to ocoansiel experience, — ou 
for your expectancy 0 life. It has 
cash and loan values. 





Tus low-cost policy cannot be issued in 
amounts less than $2,500. 

At age 35 a $10,000 policy costs you only 
$12.80 per month and will pay your bene- 
ficiary either $10,000 at your death or a 
monthly income for life. Write us for full 
details, stating age. Use the coupon below. 


Mail it now. 
THE LINCOLN NATIONAL LIFE 
COMPANY 


INSUR ANCE 
INDIANA 


FORT WAYNE 
ITS NAME INDICATES ITS CHARACTER 


MAIL T 


UF 18) 











DAVEY TREE TRIMMING SERVICE 


Winter Trimming 


e@ No Foliage 

@ Easier Trimming Permissions 
@ Cheaper Brush Disposal 

e@ Better Working Vision 


Always use dependable Davey Service 


DAVEY TREE EXPERT CO. 


DAVEY TREE SERVICE | 


KENT, OHIO 














P. U. R. QUESTION | 
SHEETS 


AN EDUCATIONAL OPPORTU: | 
NITY for public utility men. A | 
fortnightly quiz of ten questions 
and answers on practical financial 
and operating questions discussed 
and decided by the State and 
Federal Commissions and Courts 
in their investigations of public 
utility companies, 


Ten questions and answers every 
two weeks—annual subscription 
$10.00. 


Send your order to— 


PUBLIC UTILITIES 
REPORTS, INC. 
1038 Munsey Bldg., Washington, D. C. 
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More Income js to the point, gives the 
salesman @ whole battery of facts in the tool 
shows him how to salesmen, inspiring them with whole-hi 


briefest possible form, 
giving new ideas which they can convert into 


bring those facts to bear in order to over 
come every type of sales resistance. Here what sales executives are saying 
are some of the subjects treated: “Hearty commendation!” - - _“Treasure chest of concise fai 
Y _. . “Excell wm. . . “Much impressed” re 
Picture of your prospects, who they are and - nn om “Recei ved bY salesmen 
rete) en reat nesi eagerly, enthusiastically” eee “Should increase Our sales 
ed ey don't; P** materially!” --- “Compliments for achievement!” rs contri- 
of their minds, What they know and don’t bution to the buil ding of the ind ustry!” 
know about gas ranges; Picture of g@5 range 
improve your selling score, 
What chance have ¥' record sales 
this year?; And now let’s take & look at the 
average kitchen; How women can save money 
with oven-heat-control; Facts on baking; 


FOR COMMERCIAL APPLIANCES Hidden Losses 
is doing & job comparable to that which More Income 
is doing for the domestic a5 range- Send for & free 
copy and you'll see how effectively you cad use it 
to step UP your commercial sales. 











{". 
ERTSH AW THERMOSTAT COMPANY 


YOUNGWOOD, pA 
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UTILITY REGULATION 


pres? 


Proceedings of 1939 
Convention 


NATIONAL ASSOCIATION OF 
RAILROAD AND UTILITIES COMMISSIONERS 


Comprising 56 State, Federal, and Territorial Regulatory Commissions 


$6.00 


Round-table Discussions and Reports including the following topics: 


Telephone Regulation—Depreciation—Original Cost Requirements of New 
Accounting Classifications — Public Utility Finance — Competitive 
Bidding—New Problems in the Regulation of Motor Carriers— 
Proposed Uniform Rules for Construction and Filing of 
Rates—Valuation—Training of Personnel for Public 
Utility Regulation—These and Others. 


OTHER 1939 PUBLICATIONS OF THE NATIONAL ASSOCIATION NOW AVAILABLE 
UPON ORDER: 
Report of Committee on Depreciation 
Glossary of Important Electric Rate Terms 
Glossary of Important Gas Rate Terms 
Report of Committee on Statistics and Accounts, Including Memorandum 
on Disposition of Acquisition Adjustment Accounts 
Interpretations of Uniform System of Accounts, Electric Utilities, E-2 
Interpretations of Uniform System of Accounts, Gas Utilities, G-1 
Interpretations of Uniform System of Accounts, Gas Utilities, G-2 
Interpretations of Uniform System of Accounts, Water Utilities, W-1 
Interpretations of Uniform System of Accounts, Water Utilities, W-2 
Rules Governing Preservation of Records of Gas Utilities 
Rules Governing Preservation of Records of Water Utilities ................ cece eee ees 
Revised Annual Report form, Gas and Electric Utilities, Coordinated with 
SSOUy SOIT ORT ORGNENG CE PUTING go 5 0-0 vv siajelb oo bea 8 be eisiesbles< v9. sierd oho e OUR ENC 3.00 
Revised Annual Report Form, Water Utilities, Coordinated with new Uniform 
System of Accounts 
Revised Consolidated Annual Report Form for Gas, Electric and Water Utilities, 
Coordinated with new Accounting Systems 


(Where remittance accompanies order we pay forwarding charges) 


NATIONAL ASSOCIATION OF RAILROAD AND 


UTILITIES COMMISSIONERS 
7413 NEW POST OFFICE BLDG. WASHINGTON, D. C. 
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andardization on GMCs 
AN SAVE YOU MONEY 


MC trucks give you the most 
sable power, best perform- 
nce, longest fuel mileage. 
t there’s another big reason 
hy fleet owners are finding it 
ofitable to standardize on 
MCs for every hauling job. 
vice and maintenance oper- 
ions are greatly simplified 
hen all trucks in your fleet are 
Cs. Parts inventories can be 
duced. You save on jigs and 
ecial tools. Let GMC help you 
it truck expense to the bone. 





Gives You the Rig? Truck for each job 


e THE TRUCK OF VALUE + 


Most Complete Line in the Industry! 


Chassis, Panels, Pickups, Stakes, Suburbans 
Chassis, Panels, Pickups, Stakes 


1—1'%4-ton Chassis, Panels, Pickups, Stakes, Cab-Over- Over-Engine 
1'%—2-ton Chassis, Panels, Pickups, Stakes, Cab-Over-! Engine 


‘Conventional and Cab-Over- Engine Models 


“Conventional and Cab-Over- Engine Engine Models 


‘Gasoline and Diesel, Conventional or Cab-Over-Engine 


Gasoline, Conventional or Cab-Over- Engine 


Gasoline and Diesel, Conventional or Cab-Over- Engine 


Gasoline and Diesel, sel, Conventional or Cab-Over- Engine 


Gasoline and Diesel, Conventional or or Cab-Over-Engine 


Gasoline and Diesel, Conventional or Cab-Over- Engine 


Super- Duty. Trucks up to 15-tons Capacity 


Our own YMAC Time Payment Plan assures you of lowest available rates 


GMC TRUCK 


TRAILERS 
- DIESELS 
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MAKE INSULATION 
MEET THE TEST OF A 
GOOD INVESTMENT 


OOD investments can’t be judged part in increasing plant efficiency and 
by price alone. Moreimportantis in reducing operating costs. 

the security provided by full and con- Backed by J-M’s 75 years of te. 
tinued dividends. search and field experience on insula. 
Primarily an investment, insulation tion problems, these engineers can 
must be bought on the same basis... help you select the insulation best 
must prove its worth in terms of maxi- suited to each individual requirement 
mum cash returns on fuel savings. in your plant. They work with insula. 
Throughout the country, hundreds _ tions of maximum efficiency and un- 
of power plants have assured them- formity and are able to recommend the 
selves of these insulation dividends. right amount and proper application. 
Johns-Manville Engineers, using J-M_ For details, address Johns-Manville, 
Insulations, have played an important i 22 E. goth St., N. Y.C. 


















. INDUSTRIAL 
™ Johns-Manville INSULATIONS 
An insulating material for every temperature... for every service condition 
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JOOSIER ENGINEERING COMPANY 


46 SO. 5TH ST., COLUMBUS, OHIO NEW YORK 
Canadian Hoosier Soetenesing Company, Ltd. 


RECTORS OF TRANSMISSION LINES 
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From the Early Period 
of the Telegraph tothe present 
remarkable development in the field of Electricity 


KERITE 


has been continuously demonstrating the 
fact that it isthe most reliable ae 
permanent insulation known 
THE KERITE Wis?E2 COMPANY INC 


NEW YORK CHICAGO SAN FRANCISCO 
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THE OLD, HARD WAY 
is a burden to the typist. 
It requires awkward, an- 
noying operations when- 
ever she “sets a margin.” 
It is a time- and effort- 
consumer — hard on 
finger-tips and eyes. 


“Trade-mark Reg. U, 8. Pat. Off. 


So simple, quick and 


convenient in operation 


as literally to out-mode 


all other typewriters... 


Only Royal has it! 


BY EVERY COMPARISON, 
the New Easy-Writing Royal is 
the most modern of typewriters. 
It includes every worth-while 
improvement to make typing 
easier, faster and more accurate. 
The operator finds that it helps 
her to produce more with less 
effort. The executive notes a 
sharp reduction in typing and 
maintenance costs. Give this 
New Royal THE DESK TEST. In 
your own office . 
the Work! 


. . Compare 


.. . AND NOW, WITH 
MAGIC MARGIN, the 
typist merely touches a 
tiny lever, positions the 
carriage and— presto — 
the margin is set the 
quick, automatic way! 
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You're All Sot / 
with *CLEVELANDS' 





f BALANCED, correc 


engineered combination of wh 
is needed, “Clevelands” pr 
duce more “performance p¢ 
pound” — pay for  themselve 


quicker because of the additional savings they make for you. 

You have a machine that fits into “more jobs”; may even, because of a sing! 
exclusive feature “pay out” on one job. 

You have equipment that you can move to and from the job, faster with less e 
pense and bother. 

You are relieved of the high maintenance cost of obsolete equipment. 


Because of “Clevelands” dependability you can rely on steady, daily output, 1 
lowing you to plan your work better and get more efficiency from your gang. 


You save money on “Clevelands” speed and ability to “cut the buck” on toug 
jobs. 


THE CLEVELAND TRENCHER COMPANY 


“Pioneer of the Small Trencher" \] , 
\\8 
Eon 
a | 


iM 


20100 St. Clair Ave. Cleveland, Ohio 4 (= 


Another important way “Clevelands”’ save for you is by 
low cost transportation via special trailer—‘Clevelands” 
load and unload in 10 to 15 minutes. 


@ CLEVELANDS * 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





vember 23, 1939 Public Utilities Fortnightly 

















CUM UU ee 








WAGES and HOURS Problem? 


While well-paid hands fumble with dog-eared forms 
or shuffle sticky record cards, expensive accounting 
machines stand idle. Errors creep in to waste time or, 
worse, to aggravate customers. 


* You may not believe that misfit paper can add to your 
management problems but a few minutes observation 
will prove it... and a few words to your printer or form 
supplier will cure it. 


Tell him to put your machine bookkeeping forms on 
Weston’s Machine Posting LEDGER and your record 
cards on Weston’s Machine. Posting INDEX. These papers 
are made especially for modern machine bookkeeping. 


WESTON’S WESTON’S 


IACHINE POSTING MACHINE POSTING 
lade especially for machine bookkeeping Made in Buff, White, Blue, Ecru, Salmon and 
in Buff, subs. 24, 28, 32 and 36, and White, ‘ Pink in 180 M, 220 M, 280 M and 340 M—basis 
Blue and Pink, sub. 32. Has 50% rag content 2514 x 3014. Has a ledger finish that takes 
or strength and durability and a perfect typing cle. arly; will not smudge and can be 
urface for smudgeproof typing, easy filing, erased repeatedly. Extra strength and snap 

erasing; and a one-way grain direc- make index tabs stand up without bending 


‘ : F or tearing. 
ion that makes forms stand straight in trays WINCHESTER INDEX comes in the same weights 


binders. Moderately priced. and colors at the same price. 
Write Byron Weston Co., Dept. C., Dalton, Mass., for a new portfolio of specimen 
forms and sample sheets of Wi eston’ s Machine Posting L edger and for a sample 


book of Weston’ 8 Machine Posting Index. Also for Weston’s Papers, an interest- 
ing publi ked with ideas and information about paper. 


ESTON’S PAPER 
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ACCT'S RECEIVABLE 


REVENUE ANALYSIS |. 


ARREARS rll Ti 
¥ 


Cleser Coin el 


with this all-around accounting method 


The accuracy and speed of the International Electric Account- 
ing Method are proving ideal for all phases of public utility 
accounting work. By this modern method, entries are made as 
transactions occur. These entries are classified and reclassified 
mechanically, as often as necessary. No additional handling, post- 
ing or writing are required. 


At the close of each accounting period, operating reports are 
prepared automatically. Special reports and analyses are also pro- 
duced from the same media with accuracy and great speed. 


International Electric Accounting Machines will also prepare 
your Payroll, Pay Checks, Statements to Employees, Earnings 
Records, Federal O.A.B. Reports, and State Unemployment 
Compensation Reports. 


There is an International Representative as near as 
your telephone. Call him today. 


INTERNATIONAL IBN as CORPORATION 


General Offices Branch Offices in 
590 Madison Avenue, New York, N. Y. Principal Cities of the World 
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IE HI-PRESSURE 
pact INDOOR SWITCHES 


ars of successful experience with Hi- 
sure contacts on outdoor equipment 
s proven their advantage and effective- 
s. Their application to the Type 
PS” Indoor disconnecting switch 
bwn above has resulted in much higher 
ciencies along with easier operation. 
ncentrated contact area under high 
pssure assures a clean metal to metal 
tact at all times. 


l switch parts are non-ferrous, brushed 

dlacquered for appearance. Note that 

switches have double blade construc- 
for strength and rigidity. 











RAILWAY& INDUSTRIAL 


ENGINEERING CO. 
GREENSBURG, PA. 
Sales offices in principal cities 





W hen 1s Quality 


EQUAL? 


@ Quality and performance are 
of the highest importance to the 
Public Utility since it not only 
serves the public, but protects the 
public as well. 


One sure way of determining 
whether or not articles offered as 
“equal” meet the same specifica- 
tions is by thorough pre-testing— 
and here is where E. T. L. can be 
of real service. 


Whether you are contemplat- 
ing purchase of high voltage cable, 
or planning the sale of appliances, 
it’s wise to be certain beforehand, 
that they will measure up to serv- 
ice requirements. An E. T. L. 
check on qualifications you specify 
might prove good buying insurance. 


Know “Equal Quality"—by test. 


Electrical Testing 
Wel eholaohaclat-s- ai) 


EastEnd Ave and 79th St. New York N 
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Trolley Coaches Broaden Public Transportation Service. In addition t 
serving urban shopping and business sections, in many cases 
they offer “feeder-lines”, connecting 
the street car rails with: 


Suburban Towns 
Parks 

Beaches 
Stadiums 


Athletic Fields 


Well-lighted, eye-level car card racks increase the 
value of Transportation Advertising Space. 


Smooth, swift get-away, spacious interiors and comfortable 
seating put the riding public at ease, ready to receive 
the favorable influence of Transportation Advertising. 


BARRON G. COLLIER, INC 


745 FIFTH AVENUE, NEW YORK 
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o Convert Present 
Systems into 


DIVERSION -PROOF 


-B Indoor Installations 


The same security against current diversion effected by C-B 
outdoor service entrance equipment can be extended to all 
indoor installations without change in present systems. 
Existing equipment may be retained; initial cost of the C-B 
meter enclosure is low; installation is quick, time- and labor- 
saving; maintenance costs are sharply reduced; complete 
protection against current diversion is provided. Consult C-B 
engineers without cost or obligation on any service entrance 
equipment problem. 


Copies of Bulletins 57, 60, 61, 62 and 63 on request 


Electrical Department 
CORCORAN-BROWN LAMP DIVISION 


THE ELECTRIC AUTO-LITE COMPANY 
4900 Spring Grove Avenue Cincinnati, Ohio 
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NEW MAP 


of the 


PUBLIC POWER PROGRAM 


Announcing the Publication of 


“Federal Financing and Location 


Public Power Projects; 1933-1939” 


the most comprehensive, visual 
presentation ever made of the pub- 
lic power program. The map shows 
accurately the cost and location of 
all federal, district, state and mu- 
nicipal power projects. 


The extensive operations of the 
R.E.A. on a national scale are por- 
trayed for the first time. Few real- 
ize the growth, cost, and signifi- 
cance of this important develop- 
ment. 


A simple color scheme and dis 
tinctive symbols, designating the 
different types of projects, facili- 
tate use of the new map. More than 
350 geographic localities in which 
federal funds have been expended 
are clearly indicated. 


Suitable for framing and wall 
use (size 29 in. x 43 in.), the map 
should be ordered now by all those 
interested in the public power pro 


gram. 


Informative . Complete . Concise . Up-to-date 


Price: $2.00 a copy 


Shipped unfolded in special mailing tube, post- 
age prepaid in the United States and Canada. 


P. U. R. Executive Information Service 


1040 Munsey Bldg. 


Washington, D. C. 
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he Most Important Feature of All 
_.is the one that makes you money 


his % to 1-ton Model D-15 is one of a fleet of 28 International Trucks now owned by the Citizens Gas and Coke 
tility, Indianapolis. The trucks range from half-ton sizes with meter service bodies to special types of 2-tom capacity. 


o over International design and 
onstruction, inch by inch, and 
bart by part. Then you'll under- 
stand why we call Internationals 
all-truck trucks. 


You'll find feature after feature 
hat have given Internationals 
heir world-wide reputation. But 
he feature of them all is the one 
hat Internationals will put in your 
ost records—the Jowest-cost haul- 
ng you have ever known. And it’s 
his unequaled performance-per- 
lollar that sells more heavy-duty 


Internationals than any other 
three makes combined. 

No matter what your truck needs 
may be, there’s an International 
size to fit your requirements ex- 
actly. And whether you need a 
sturdy half-ton pickup or a power- 
ful six-wheeler, you can always 
count on International stability, 
service, long life, and economy. 
Ask the nearby International 
Dealer or Company-owned Branch 
for details. 


INTERNATIONAL HARVESTER COMPANY 


(Incorporated) 


180 North Michigan Avenue Chicago, Illinois 


INTERNATIONAL TRUCKS 
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HYDRAULIC TURBINES 
BUTTERFLY VALVES 
MECHANICAL RACK RAKES 
GATES—HOISTS 
PENSTOCKS, ETC. 


Bolting the Spiral Casing before Riveting 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 
Hydraulic Turbine Division 


NEWPORT NEWS, VA. 
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a review magazine of current opinion The only magazine furnishing current 

and news relating to public utilities. and vital information on all subjects in- 
Conducted as an open forum for the 
frank discussion of both sides of contro- 
versial questions — economic, legal and 
financial; also gives trends in the present- 
day control of these companies—govern- 
mental competition — state and Federal { A magazine of unusual value and cur- 
regulation. rent stimulation to all persons holding 


{Issued every other Thursday—26 num- positions with, or having a financial in- 
bers a year—annual subscription $15.00. interest in, public utilities. 


volving the financing, operation, and 
management of public utilities under gov- 
ernmental regulation and competition. 


Published by 


PUBLIC UTILITIES REPORTS, INC. - - 1038 Munsey Bldg., Washington, D. 0. 
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MC RCa cy RIGHT IN 
YOUR 
OWN OFFICE 


Today one of our business Form Specialists is ready to come to 
your own office and show you the dollars and cents advantages of 
fool-proof, accurate, money-saving Egry forms, and without a 
penny cost to you. These men are factory-trained, seeing more 
business forms in a month than some men see in a lifetime. 
They’ve helped thousands of men to save tens of thousands of 
dollars. Your name and address will bring one of them to you 
promptly. 


Useful in a dozen places in any business, the Tru- 
Pak is the one dependable safeguard against losses 
caused by mistakes, carelessness, forgetfulness, and 
temptation. From the minute you write the first 
Tru-Pak form you have complete control and pro- 
tection over all transactions through alteration-proof 
audit copies automatically filed in the Tru-Pak’s 
locked compartment. Eliminates customer complaints, 
misunderstandings. Saves time, labor, money in writ- 
ing sales slips, cash entries, returned goods, credit 
memos, purchase requisitions, exchanges, shipping or- 
ders, pick-ups, delivery tickets, and hundreds of 
others. Get the facts and witness FREE demonstra- The Tru-Pak. In 


tion, Consult local classified directory or write Dept. seven models for all popu- 
F-1123, lar form sizes. 


The EGRY REGISTER Company 


Dayton, Ohio 
SALES AGENCIES IN ALL PRINCIPAL CITIES 
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ELLIOTT DEAERATOR: 


Mt winds" fag protect WINDSO| 
Sere and LOGA 





Stations 


@ The Ohio Power Co., of the American Gas & 
Electric Co. group, recently modernized its half 
of the jointly-owned Windsor Station at Power, 
W. Va., by adding high-pressure boilers and 
topping turbine. The Appalachian Electric Power 
Co., of the same group, modernized the Logan 
Station in southwestern West Virginia in the 
same manner. In each case Elliott deaerators 
were installed as one stage in the regenerative 
feedwater heating cycle and to provide the 
utmost in deaeration, which is so essential to 
high-pressure boiler installations. 


The American Gas & Electric Service Corp., 
whose engineering department designed this 
work and supervised its construction, has had 
long experience with Elliott deaerating units, 
having used them in various stations for many 
years. Also, in the West Penn half of the Windsor Elliott deaerators and deaerating feedwater 
Station, two Elliott 350,000-Ib.-per-hr. deaerators heaters are available in a complete range ofsine 
have been in operation since 1922. Elliott deaer- and types to fit into the heat balance and space 


ators have been installed almost equally as limi 
tat f lant, | r small. 
long in such stations as Twin Branch, Philo, etc. ne Snnere eee See eee 


These were among the earliest installations of 

deaerators in big central stations. They have E LLI OTT COM PANY 
demonstrated thoroughly the fact that Elliott 
Company knows deaeration and that Elliott Deaerator and Heater Dept. 
units get maximum efficiency and performance. JEANNETTE, PA. 


4% DEAERATOR-a unit which gives “zero oxygen” performance District Offices in Principal Cities 
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q Petroleum Electric Power Club will convene for eleventh annual conference, Houston, 
Tex., December 14, 15, 1939. 








{ Tax Policy League will hold convention, Philadelphia, Pa., Dec. 27-29, 1939. 











ds tale Society of Civil Engineers, Arizona Section, opens meeting, Phoenix, Ariz., 








bs 2 Institute of Electrical Engineers will hold winter convention, New 
York, N. Y., Jan. 22-26, 1940. 





{American Society of Heating and Leone Engineers will hold meeting and exposi- 
tion, Cleveland, Ohio, Jan. 22-26, 0. 





{ National Public Housing Conference will convene, Washington, D. C., Jan. 26-28, 1940. 





T American Road Builders’ Association will convene, Chicago, Ill., week of Jan. 29, 1940. 








i a Gas Association will hold annual convention, Hot Springs, Ark., Feb. 12-14, 
940. 





e DECEMBER = 





Fae aa I Water Works Association, Canadian Section, will hold convention, March 





GY American Water Works emetsiion. Kentucky-Tennessee Section, will hold meeting, 
Lexington, Ky., Apr. 8-10, 1940. 





4 Nebraska Telephone Association will hold convention, Kearney, Neb., Apr. 9, cs 
10, 1940. 





limecan Society of Mechanical Engineers starts meeting, Philadelphia, Pa., 1939. 
National Industrial Council convenes, New York, N. Y., 1939. 





J American Water Works Association will hold annual convention, Kansas City, Mo., 
Apr. 21-25, 1940. 














q National Association of Housing Officials opens session, New Orleans, La., 1939. 
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From an etching by Martin Lewis Courtesy, Kennedy & Co., New York 
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Where Will the I'ax Collector 


Turn for More Revenue? 


The author thinks that the customers of the pri- 
vately owned utilities, like the consumers of gaso- 
line, will be looked upon as an easy source for the 
supply of funds more and more demanded for pen- 
sions and for relief and welfare work, especially 
in view of the elimination of the customers of pub- 
licly owned utilities as a source of tax revenue. 


By T. N. SANDIFER 


HE troubled state of affairs 

abroad, temporarily at least, 

serves to eclipse a number of do- 
mestic economic problems. Some of 
these may even be partially solved by 
the sudden turn of events—such as 
our nearly chronic problem of surplus 
commodity stocks. But others are 
merely postponed and may even be ag- 
gravated by this lack of public atten- 
tion. 


659 


In the second category would cer- 
tainly seem to fall the problem of 
financing the various state welfare 
plans which are still being vigorously 
promoted by the old-age pension crowd 
and other special groups, notwithstand- 
ing the recent resounding defeats ad- 
ministered by the California and Ohio 
electorates to the “ham-and-eggs” and 
Bigelow plans, respectively. Such com- 
mitments must be paid from tax re- 
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ceipts; and when these tax receipts 
prove to be insufficient for the added 
load, it does not take much of a prophet 
to forecast that the utilities may find 
themselves in one of the first conscrip- 
tion classes for the provision of addi- 
tional government revenue. 

The recent gains made by public 
ownership in utility fields (both Fed- 
eral and local) are an aggravating 
complication. It surely has become 
clear, even to the casual newspaper 
reader now, that every time public 
ownership displaces private utility op- 
eration, that much more valuable tax- 
able property is wiped off the tax rolls. 
Obviously, this means that additional 
tax burdens will have to be shared by 
a reduced number of taxpayers. And 
we have already witnessed attempts to 
recapture such valuable prizes as the 
TVA and other Federal and local pub- 
licly operated utility ventures by the 
encroaching hand of the tax collector. 

But, to come back to public welfare 
plans. The recent surge behind state 
programs of old-age benefits and asso- 
ciated welfare plans, financed partly 
with Federal funds and partly with 
state or local money, has already 
reacted directly on utility enterprises. 
That it will continue in that direction 
is indicated in a recent summary of the 
situation by the Social Security Board. 

This summary pointed out that in 
the approximate decade of relief ex- 
penditures ending (for calendar pur- 
poses) December, 1938, assistance for 
the first four years came entirely from 
state, local, and private funds, with 
roughly three-fourths supplied from 
state and local sources. 


rN a comparatively early stage in the 
depression, in the early 1930’s, 
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depression-struck state and county 
governments were already at their wits’ 
ends for sources of revenue to meet 
the mounting public burden of relief. 
Virtually no state in the Union, and 
few, if any, county governments, but 
felt the pinch of defaulted taxes on real 
estate in urban centers, and the hope- 
lessly bankrupt condition of rural 
areas. Collections from other sources, 
income and business operations, were 
not much more productive. 


N this stage the Federal relief ma- 
chinery, under its sequence of 
initials, entered the picture. The major 
burden was then assumed by the Fed- 
eral Treasury, but was contingent, in 
nearly every case, on the state assum- 
ing a proportionate share of the load. 
This situation, in its varying evolu- 
tions, has continued, and is today, per- 
haps, the major corollary problem of 
taxation. 

For, during this period of evolution, 
there has become firmly entrenched 
the idea of Federal-state old-age and 
kindred welfare plans. From August, 
1935, when the Social Security Act 
was passed, in addition to tremendous 
increases in numbers of beneficiaries 
of other classes, there has been, accord- 
ing to this agency, a fivefold increase 
in old-age assistance. Roughly two 
years later, or in 1937, the SSB was 
able to report that aggregate state and 
local expenditures for payments under 
one or another such plans had jumped 
from approximately $7,500,000, to 
$14,000,000 per month. 

Even by 1937, the report for that 
year by SSB said: 


In states whose public assistance programs 
are financed jointly by the state and its 
political subdivisions, the problems of local 
finance have sometimes been severe. 
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T= tax on real and personal prop- 
erty was, at that stage, the prin- 
cipal source of revenue for this pur- 
pose. The reference to nationally 
approved public assistance programs is 
not critical, but merely to point to the 
present trend. State resources have 
improved in many cases, but so, in 
many cases, have the state programs 
changed. 

Today the amounts paid monthly to 
old-age beneficiaries range from $6.13 
in Arkansas, to $32.44 in California, 
but virtually all states have some form 
of Federal-state program in which the 
Federal contribution is limited to $15 
per month per person, on a matching 
basis. More and more, however, there 
is pressure in the states for the pay- 
ment of the full amount of approxi- 
mately $30. 

This is the reason why, in the words 
of a tax economist consulted by the 
writer, harassed state and county offi- 
cials are ready to slap taxes on any- 
thing still left to tax, and are combing 
their states for new sources of revenue. 
They have gasoline taxes, sales taxes, 
liquor taxes, and punitive taxes of va- 
rious types, and yet, on the horizon is 
the making of demands for still more. 

At the same time the general tax 
structure has radically altered. Twenty- 
five years ago, as the Federation of 
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Tax Administrators recently report- 
ed, general property taxes produced 51 
per cent of all state revenue. Today 
less than 8 per cent comes from this 
source. 

Here is where officials and the pub- 
lic are beginning to look at the poten- 
tial revenue to be derived from further 
taxation of their remaining privately 
owned utility systems and, in a number 
of instances, to initiate new tax pro- 
posals for such revenue. 


———— indication of the trend 
was in the plan of certain state 
legislators of Arkansas to levy taxes 
on natural gas distributing companies 
operating in that state. The idea was 
to use the revenue from such a tax to 
match Federal grants toward a $30 
per month pension for indigent aged. 
Persons in Arkansas entitled to old- 
age benefits from the state welfare de- 
partment have been receiving about $6 
per month each. The Federal govern- 
ment will contribute up to $15 per 
month each for old-age pensions pro- 
vided the state will match this amount. 
Enactment of the Arkansas plan, it 
was estimated, would yield between 
$3,000,000 and $4,000,000 annually. 
The tax rate was calculated to hit com- 
panies charging more than 45 cents 
per thousand cubic feet of gas at re- 


ity is now nearing completion of land acquisitions, for in- 


q “THE six projects upon which the Tennessee Valley Author- 


stance, affect the finances of Alabama, Tennessee, and Mis- 
sissippi. North Carolina is involved in the property transfer 
but has no state tangible property tax. In addition, the re- 
moval of this area of land, formerly subject to tax, to tax- 
exempt status, because federally owned, involves twenty-two 
counties and seven small incorporated munictpalities.” 
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tail. Clauses in the enacting measure 
would have barred any assessment by 
the companies on the consumer, based 
on the increase. This proposal was de- 
feated in the Arkansas senate only 
after a considerable battle in the clos- 
ing hours of the recent session. 

In the same state, additional pro- 
posals were attempted for increasing 
severance taxes on production of min- 
erals within state bounds, thus con- 
firming, in this case at least, the econ- 
omist-prophet previously quoted. 
These Arkansas utilities’ tax proposals 
may be dead or only sleeping. But they 
provide an interesting pattern. They 
are based on a certain punitive premise 
(as seen in the plan to'tax rates above 
a given figure). They are calculated to 
limit charges that may be made by a 
distributing company on the consumer. 

The tax, in this instance, would be 
levied against Texas and Louisiana gas 
piped into Arkansas from these pro- 
ducing areas. Meanwhile, Texas legis- 
lators were considering recommenda- 
tions involving, among other matters, 
a 25 per cent increase in taxes on nat- 
ural resources, designed, altogether, to 
return a total of $33,000,000 annually, 
to be used in meeting old-age pension 
requirements as suggested by Governor 
Lee O’Daniel. The latter’s unique 
campaign will be easily recalled. 


te utility tax proposal was not 
Governor O’Daniel’s, but, rather, 
a counter to his own recommendations, 
on the part of Texas legislators. How- 
ever, the basic requirement arises 
from the plan to provide a $30 per 
month old-age pension, with the state 
and Federal treasuries matching funds. 

Taxes under this proposal would 
have included : 
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On every sale of electric energy, 
natural or artificial gas, except for in. 
dustrial purposes, one cent on each 40 
cents or fractional part of the sale 
price; on sales of service to telephone 
subscribers, one cent per each 40 cents 
sale price; on natural gas, ? of one per 
cent. 

Once more these utility taxes were 
defeated in the Texas legislature, but 
can the fort be held indefinitely 
against increasing pressure? 

This exposes another aspect of the 
growing utility-tax problem involved 
in the various relief and welfare obli- 
gations now being assumed through- 
out the nation. The Louisiana and 
Texas companies serving Arkansas 
would be taxed in Arkansas, and also 
in Texas. So far, Louisiana has fol- 
lowed a policy of encouragement of its 
natural gas industry, that state having 
one of the world’s major producing 
areas, 

Louisiana’s old-age assistance con- 
tribution is at present financed by 
taxes on luxuries to provide state 
funds, and special amusement taxes 
and gasoline taxes to provide local 
funds. Arkansas has previously de- 
rived funds for this purpose from taxes 
on retail sales, alcoholic liquors, slot 
machines, pool tables, prizes, and horse 
and dog racing. Those of Texas have 
followed the same general lines. 

Wyoming’s state share of the fund 
is appropriated from taxes on carriers, 
telephone and telegraph services, pub- 
lic utilities, electric, heat, and gas serv- 
ices, in addition to sales and other 
levies on various transactions and 
properties. 


H™ then, are concrete indices to 
the movement. At the last ses- 
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WHERE WILL THE TAX COLLECTOR TURN FOR MORE REVENUE? 





Taxation of Utilities 


il Benne are probably no states whose taxable 
wealth ts so low that they do not have the 
modern facilities of public utilities. The ease and 
economy with which utility taxes can be collected 
is another tempting factor. Where these have not 
been already drawn upon, .. . there is manifest an 
increasing disposition to levy all that these com- 
panies can be expected to bear, in the effort to meet 


the ever-mounting state costs.” 





sion of Congress the SSB included in 
its recommendations one for a change 
in the present system of uniform per- 
centage grants to states, whereby the 
percentage of Federal grant could be 
varied to meet the relative economic 
capacity of each state. A similar 
change was defeated in Congress only 
after a furious fight in a conference 
committee. 

The effect of such change might be 
expected to work for reduction of pres- 
sure on state tax resources, but not 
necessarily. There were instances, re- 
called by the writer from the days of 
FERA, when the then administrator, 
Harry Hopkins, for instance, on occa- 
sion felt that states were not exerting 
full pressure on taxable sources. Re- 
lief aid from the Federal Treasury was 
withheld more than once until a recal- 
citrant state legislature found the nec- 
essary state funds. 

Referring to the 1937 SSB report 
again, one finds acknowledgment, 
even then, of a dearth of state tax 
sources, and a suggestion that states 
might find it necessary in the near fu- 
ture to overhaul their tax structures. 

As shown in the random cases cited, 
this overhauling of late has tended to 
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catch the private-management utility 
systems of the states concerned. And 
it has, incidentally, revealed to munici- 
palities, states, and other taxing agen- 
cies, the potentialities in any whole- 
sale removal from their books of ex- 
isting utilities, by transfer to Federal 
or other public ownership. 


. | ‘HE six projects upon which the 
Tennessee Valley Authority is 
now nearing completion of land ac- 


quisitions, for instance, affect the 
finances of Alabama, Tennessee, and 
Mississippi. North Carolina is in- 
volved in the property transfer but has 
no state tangible property tax. In ad- 
dition, the removal of this area of 
land, formerly subject to tax, to tax- 
exempt status, because federally 
owned, involves twenty-two counties 
and seven small incorporated munici- 
palities. 

The TVA maintains that “only 
three of the municipalities show note- 
worthy financial modification.” It also 
points out that this is only a phase of 
the question, citing enhancement bene- 
fits believed to be inherent in the TVA 
program. 

The TVA calls attention, also, to 
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the fact that codperative associations 
pay to the states, counties, or cities in 
which they operate, all the taxes which 
are paid by any private membership 
corporation or cooperative organiza- 
tion. 

Under this plan the electricity de- 
partment of each municipality pays 
into the general fund of the city a tax 
equivalent, determined by applying 
prevailing ad valorem tax rates to the 
full present value of the system. 

This agency further recalls that, un- 
der § 13 of the TVA Acct, there is re- 
quired the payment of 5 per cent of the 
gross revenue from sale of hydro- 
electric power to the states of Alabama 
and Tennessee. 

The losses to municipalities, report- 
ed by TVA itself, are: Dayton, Tenn., 
5.5 per cent; Murphy, N. C., 2.5 per 
cent; Guntersville, Ala., 0.3 per cent. 
There is a respective percentage re- 
duction in city assessments of 9.3, 
4.0, and 2.4 per cents. 

Claiming that the proportionate re- 
duction in every case is less than the 
assessed value and, further, that re- 
duction in population incident to the 
shifts, where they occur, may be offset 
by reduced demand for public serv- 
ices, the TVA states its case. 


HIs phase of the matter has been 

treated more extensively in other 
articles, but is referred to here because, 
while TVA sees little significance in 
the argument, certain communities ap- 
parently do not share this attitude. 
Signs already are pointing to what may 
happen as the anticipated pressure for 
state and local revenues increases. 
This increase is largely from the 
growing public interest in welfare 
programs. 
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At this writing the Georgia legisla. 
ture had enacted two house bills de- 
manding that TVA pay the same 
school, state, and county taxes former- 
ly paid by the privately owned utilities 
from which it purchased dams, plants, 
and other properties. 

By the estimate of amounts to be 
realized, and by deduction, the legisla- 
tors’ appraisal of their potential loss 
through TVA, unless the taxes are 
paid, is $73,740 annually accruing to 
state and counties. 

Representative R. T. Stiles, of Fan- 
nin county, Georgia, supported the 
bills with the information that “The | 
Tennessee Power Company, which is 
negotiating sales of its properties to 
the TVA, had been paying approxi- 
mately 50 per cent of all the taxes in 
my county.” And, further, that it had 
paid 75 per cent of the support of one 
high school and a similar high propor- 
tion of the support of another high 
school in his district. 

“Tf we lose all those taxes it will ruin 
us. We’ll have to move out,” he de- 
clared. His argument suggests a new 
difficulty confronting state and local 
tax authorities; many of his county's 
residents are small home-owners, and 
the homestead tax exemption left the 
county authorities with only about 
$4,000,000 valuation for taxation, of 
which approximately half was repre- 
sented in power company holdings. It 
is reasonable to assume other localities 
are equally dependent on their utility 
companies for revenue. 

However, the Georgia legislature - 
did actually adopt this bill taxing 
TVA, and its action was based on 
frantic appeals from northwestern 
counties of the state, that they were in 
a desperate financial plight due to 
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TVA acquisition of private utility 
properties which formerly bore a heavy 
share of the local tax burdens. 


oo this problem facing the 
states, there is, then, the argu- 
ment that local utilities, under private 
management, have paid substantial 
shares of taxes in their communities 
and, where still operating, may antici- 
pate paying more, according to the 
present outlook. This likelihood is en- 
hanced by the removal to tax-exempt 
Federal status of other utilities, and 
the loss of additional sources of rev- 
enue through fluctuating local or na- 
tional economic conditions. 

Yet, the forces that demand an in- 
creasing tax in virtually all communi- 
ties are increasing. Once before, dur- 
ing the early history of relief in the 
depression, the states felt the impact 
of the full relief load as it was tem- 
porarily thrust upon them by the Fed- 
eral government. Granting that con- 
ditions have improved, the prospect of 
a repetition of this move finds the 
states, in virtually every case, scratch- 
ing bottom for revenues to meet the 
various welfare programs enacted in 
recent years, and now just getting into 
full swing. 

Thus, there will be posed the ques- 


tion of relative merit, at least for rev- 
enue purposes, of public and private 
ownership of utilities, perhaps the 
corollary one of reciprocal state- 
Federal taxation of public properties 
and funds, and, should certain condi- 
tions materialize on a large scale, as 
they have in the isolated instances 
cited, of what the states are to do. 

It is evident that the pressure for 
benefits will increase. These programs 
will stabilize and have, to some extent, 
already done so. 

“It is clear,” says a recent bulletin 
of SSB, “that the public assistance 
program, under the Social Security 
Act, forms an integral part of the gen- 
eral public relief program of the na- 
tion and, as such, plays an important 
part”—, a part, the report noted, that 
in 1937-38 involved payment of obli- 
gations totaling two and a half billion 
dollars, approximately, exclusive of 
administrative costs, from public 
funds, for persons in need, in the con- 
tinental United States, in one relief 
category or another. 


HE SSB experts have repeatedly 
called attention to the existence 
of states with low-taxation resources, 
or states that have virtually exhausted 
all usual sources of taxation, poll tax, 


e 


all communities are increasing. Once before, during the 


q “. .. the forces that demand an increasing tax in virtually 


early history of relief in the depression, the states felt the 
impact of the full relief load as it was temporarily thrust 
upon them by the Federal government. Granting that condi- 
tions have improved, the prospect of a repetition of this 
move finds the states, in virtually every case, scratching bot- 
tom for revenues to meet the various welfare programs en- 
acted in recent years, and now just getting into full swing.” 
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sales, property taxes, gas, etc., and 
must search for new revenue, and real- 
ization of a widespread situation in 
this respect is becoming general. 

This is where the test will come. 
There are probably no states whose 
taxable wealth is so low that they do 
not have the modern facilities of pub- 
lic utilities. The ease and economy 
with which utility taxes can be collect- 
ed is another tempting factor. Where 
these have not been already drawn 
upon, as in the case of states men- 
tioned, there is manifest an increasing 
disposition to levy all that these com- 
panies can be expected to bear, in the 
effort to meet the ever-mounting state 
costs. 

Should relief be thrust back on com- 
munities, it would apparently be ab- 
sorbed under one or another heading 
of the Federal-state programs now get- 
ting under way, thus necessitating no 
separate funds, it may be assumed, but 
greatly adding to the demand for 
money to meet the additional loads on 
the existing welfare schedules. 


HE principal state tax sources in 


1937, the Federation of Tax Ad- 


ministrators found, were: Motor fuel, 
29 per cent; sales taxes on tobacco, 
liquor, and general sales, 20 per cent; 
business and license taxes, 12.1 per 
cent; payroll, vehicles, inheritance 
taxes in lesser proportion, and general 
property taxes, 7.8 per cent. 

This list obviously covers the nor- 
mal field for the state collector. This 
leaves him the problem of finding new 
taxes. 

Already utility taxes in Alabama 
have been earmarked for the upkeep 
of the public school system. Already 
so-called “emergency” taxes on utili- 
ties in the state of New York, espe- 
cially in New York city, are levied by 
statute expressly for the purpose of 
taking care of the unemployment and 
public relief problems, resulting from 
the recent depression. Unless these 
signs are very deceiving, the conclu- 
sion is inescapable that the tax collec- 
tor, in his search for new fields to con- 
quer, is turning his gaze more and 
more in the direction of public utilities, 
or, in other words, upon the consumers 
of public utility service, since higher 
taxes must ultimately mean higher 
rates for the service. 





Oil and Gas Regulation 


co 


government department to administer the Federal interest in 


the oil and gas industry and to 
tions concerning the productio 


E propose that a Federal Oil Conservation Board or 
commission should be created within the appropriate 


make necessary rules and regula- 
n of and commerce in oil and gas. 


It should have the authority to require that oil and gas be ex- 
tracted by such methods as are adequate to avoid waste and to 


protect the interest of all pro 
reservoir.” 


Report of 
NOV. 23, 1939 


ducers drawing from a common 


—RECOMMENDATION, 
National Resources Committee. 
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“That’s a Mighty Good 
Company to Work For!” 


“Where do ya work-a, John?” is an eternal subject of discus- 

sion. And a utility company’s jobs, and its treatment of em- 

ployees, have a natural human interest appeal in public rela- 
tions. What to tell, and how to tell it. 


By JAMES H. COLLINS 


| ) ] HEREVER people gather, they 

discuss jobs. How long will the 

war last? Who will run in 

1940? These topics are debated, but 

not so earnestly as the job, which is 

something personal, immediate, real, 
eternal. 

Even in the higher brackets, with 
tact and indirection, salaried men and 
their wives manage to guess at the size 
of pay checks, and compare the desir- 
ability and security of executive posi- 
tions, job against job. 

During the last war, a Broadway 
manager frequently gave me a box for 
his show, and my wife and I would re- 
cruit service men to fill it. 

Often, the soldier and sailor had no 
time to waste on a show—tomorrow 
they must sail, and here was perhaps 
the one chance in their young lives to 
see New York. Again, they would turn 
their backs on the stage, and discuss the 
different services, and what their 
friends were doing in this here war. 
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One night we heard a sailor quiz- 
zing a soldier. 

“Does he get real money for that?” 
asked the gob. “Or is he just paid by 
the government ?” 

The aim is to discover who has the 
best job, and when all points have been 
checked, that determines the social 
standing of the job holder. 

It isn’t entirely the pay check that 
decides whether a family is north or 
south of the car tracks. The kind of 
employer, the length of service, the 
record of promotion, and similar fac- 
tors take precedence. 


| mes service companies rank be- 
low industrial concerns in average 
pay, because they employ less highly 
skilled labor. Yet, in the eternal rat- 
ing of jobs that is always going on 
wherever there are job holders, the 
utilities stand well for stability. It is 
not always the largest business con- 
cerns, either, that have good ratings. 
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Some of the smaller, personally man- 
aged enterprises may be at the top of 
the list. 

In building the Great Pyramid, 
Cheops worked a hundred thousand 
men at a shift, four shifts a year, for 
twenty years, and left a record of his 
costs in onions, garlic, and radishes. 

Herodotus estimated this at $75,- 
000 a year, our money, which, divided 
among the men, was less than 20 cents 
per man for three months’ work. Cer- 
tainly not much money, and it was paid 
in produce. 

Nobody employed on the Great 
Pyramid was likely to rate his job by 
money, and still, as some worked in 
the quarries, others in transportation, 
others in construction, and so on, there 
was probably just as keen comparison 
of jobs. 

So this question, “Where do you 
work?” dates back nearly five thou- 
sand years, and the wealth of pictures 
of people working, on the Egyptian 
temple walls, indicates how basic it 
was. 

Since jobs became scarce, with the 
coming of the lean years, the discus- 
sion has been intensified, with any job 
that stood up since 1929 something to 
be prized above rubies. 


HIS universal interest in The Job, 

your job, my job, his and her 
jobs, gives a basis for some effective 
public relations work. 

The topic is live. 

When an editor considers an arti- 
cle, he asks himself, “How many peo- 
ple are interested in this subject ?” 

If it is about sex, sports, food, 
money, the wonders of science, it is 
live. 

If it is about first editions, old silver, 
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education, housemaids’ knee, or the 
wonders of accounting, the audience is 
limited. 

For example—education. One-fifth 
of the population is going to school, 
and two-fifths more should be inter- 
ested as parents. Yet, whether readers 
get enough school when they go to 
school, or the subject is inherently dry, 
education ranks low as a topic. 

Which is something useful to know, 
because teachers have done much for 
business, coming in with special train- 
ing for special work, and classifying 
employees by various tests. An execu- 
tive might choose to tell the public 
about his results, only to discover that 
they would rather hear about some- 
thing else. 

A teachers’ association passed a res- 
olution condemning an editor for pub- 
lishing so much about prize fights, and 
so little about the public schools, and 
he went to a meeting to speak for 
himself. 

“Ladies, imagine that in this room 
on my right I have the presidents of 
the twelve largest colleges, and you can 
meet any one of them, or all. In the 
room on my left, I have Joe Louis— 
now which would you want to see?” 

And so the teachers got out of his 
hair. 


HE utility job is interesting to a 

wide public, because all but a 
negligible fraction of that public uses 
gas, electricity, telephone, and other 
services. 

On the other hand, the public sel- 
dom comes in contact with utility peo- 
ple. Occasionally, the meter reader is 
seen, the information operator gives 
an unlisted telephone number, the 
trouble shooter comes when he is 
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called, and maybe talks a few minutes. 

‘Don’t you realize, ma’am,” said a 
telephone trouble shooter, “that when 
you leave your hook off the receiver, it 
puts all the phones on this party line 
out of service? And think of the cost, 
having me come way out here; this is 
now the fourth time.” 

“Well, I’m sure the company makes 
enough money !”’ was the response, and 
that is the general attitude. Custom- 
ers do not know how many people are 
needed to render service. The out- 
standing fact about it is the monthly 
bill. 

The logical place to begin telling the 
public about utility jobs seems to be 
with the variety and number of work- 
ers needed to give service. 

And the logical time, when unusual 
conditions bring utilities into the news. 


} peng 9, 1937, was a very cold 
day in southern California, the 
high spot in a cold month. 

On that day, the largest gas dis- 
tributor was called upon for nearly 
168,000,000 cubic feet, compared with 
less than 25,000,000 feet on July 19th 
the previous year. Stand-by facilities 
were all pressed into service; and to 
meet the needs of household and com- 
mercial customers, industrial service 
was shut off to the extent of 140,000,- 
000 feet. 


Such an emergency is a “natural’’ 
y 


for publishing information, either as 
news or in paid statements, about the 
number of people employed in giving 
service, and the ways in which both 
people and plant are organized to meet 
the unexpected. 

During the following summer, the 
gas companies spent several million 
dollars installing additional mains to 
meet such peaks, both for bringing the 
gas in from the oil fields, and for in- 
creased service through street mains. 

Another “natural.” 

Disasters like the New England 
hurricane, disrupting utility services, 
furnish opportunities for statements, 
not only about emergency rebuilding 
operations, and the loyalty and effi- 
ciency of employees to the public, but 
also bring into the limelight that item 
in balance sheets which is so often dis- 
covered and criticized by the amateur 
economist, and people in position 
to do something about it politically. 

That is the corporation’s surplus, 
which looms so large in ordinary times, 
and goes to work unobserved in emer- 
gencies, when a plant has to be rebuilt. 


Lge do people use for yardsticks 
in comparing job with job? 

It might be thought that the 
amount of cold cash in the pay en- 
velope was the principal standard of 
measurement, but actually job holders 
have something like “real wages” in 


in average pay, because they employ less highly skilled labor. 


q “PUBLIC service companies rank below industrial concerns 


Yet, in the eternal rating of jobs that is always going on 
wherever there are job holders, the utilities stand well for 
stability. It is not always the largest business concerns, 
either, that have good ratings. Some of the smaller, person- 
ally managed enterprises may top the list.” 
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mind, and go right behind the number 
of dollars, with questions like these : 

What kind of work is it—skilled, 
clean, safe? If it is dirty or hazardous, 
what does the company do to amelio- 
rate its drawbacks and protect the em- 
ployee? 

How steady is employment — does 
an employee get high wages for part 
of the year, and suffer a lay-off during 
slack periods, as in the building trades, 
or does he get a steady year’s work, at 
pay that, while lower on the weekly 
wage basis, brings him a higher yearly 
income? 

How about employees’ personal 
problems, mostly financial? If a fel- 
low gets into a money jam, and needs 
$50 for the new baby coming, has the 
company set up loan facilities, or must 
he be at the mercy of loan sharks? 
Suppose a fellow wants to build a 
house—is there anybody in the com- 
pany who will advise him? 

How about promotions, and educa- 
tion to qualify for higher positions— 
does the company rate employees’ 
ability by a fair system of records, and 
does it provide correspondence or 
other educational facilities? 

What sort of an organization so- 
cially where does its baseball or 
bowling team stand in the local league ? 


D 6s holders and the general public 
have a keen interest in accident 
prevention, especially motor accident 
prevention, and records of safety as 
well as courtesy in driving company 
trucks and cars are news, and reflect 
company policies. 

In many utility organizations, first- 
aid training is given employees likely 
to deal with injuries, and this train- 
ing often comes into use in unexpect- 
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ed ways. For example, a telephone 
construction crew, working in a lone. 
ly residence neighborhood, heard a boy 
scream. Playing by himself on a va- 
cant lot, he had fallen and cut an 
artery on a broken bottle. The fore- 
man of the crew, trained in first-aid, 
quickly applied a tourniquet while a 
helper called an ambulance, undoubt- 
edly saving the lad’s life, for otherwise 
he might have bled to death. 

Length of service stands to the pub- 
lic for a steady job and congenial em- 
ployment, and since the depression 
brought the startling realization that 
no job was safe, this factor has become 
one of the first yardsticks. Many util- 
ity companies were forced to reduce 
wages, and put employees on reduced 
schedules, but came through with rec- 
ords of no discharges, and no real 
hardships, though living expenses of 
employees had to be more skilfully 
budgeted. Payments on homes and 
conveniences were successfully met; 
children kept in school—and these de- 
tails showing how employees were 
able to squeeze through the lean years 
are of direct interest to other people 
who had to meet the same problems, 
and not always so successfully. 


N an eastern city, some months ago, 
the steady job was dramatized in 
an interesting way. 

The local chamber of commerce 
gave a dinner, inviting men and women 
who had worked for the same concern 
forty years or more. 

One thousand guests attended, with 
an aggregate of service far exceeding 
forty thousand years. 

One man had worked for the same 
company sixty-one years, and was 
still holding a job. A railroad com- 
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First-aid Training 


“re holders and the general public have a keen interest in accident 

prevention, especially motor accident prevention, and records of 

safety as well as courtesy in driving company trucks and cars are news, 

and reflect company policies. In many utility organizations, first-aid 

training 1s given employees likely to deal with injuries, and this training 
often comes into use in unexpected ways.” 





pany seated 103 guests from its local 
shop and line employees. 

Listen to men and women discuss- 
ing jobs, and you get the idea that 
wages are the most important yard- 
stick. 

“How much do they pay for that 
kind of work?” Bill asks Jim. 

Or Tom hesitates, talking with the 
personnel manager, in applying for a 
job, and plumps out the question up- 
permost in his mind: “About how 
much could I expect to get to start 
with ?” 

Wages loom large in labor disputes 
when they get into the news. 


B" follow the discussions into the 
finer points of a job, and you dis- 
cover that job holders have a keen in- 
stinct for the real wages of the econ- 
omist. 

Here are Dick and Sam, both the 
same age, both with families, both 
working the same number of years— 
they compare notes. 
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Dick has earned more money per 
day, because he is a skilled mechanic, 
while Sam is a clerical employee, earn- 
ing one-quarter less. 

But Sam has a home paid for, has 
sent his oldest boy to college, and 
weathered depressions and sickness, 
while Dick lives in a rented house, his 
oldest boy went to work after high 
school, and he has been uncomfortably 
close to relief more than once in hard 
times. 

They chew the rag on that, and de- 
cide that their different results are ex- 
plained by Sam’s having a steady job 
with a company that takes some inter- 
est in his personal affairs. 

When he bought his house, for in- 
stance, everybody in the office was in- 
terested, and his manager sent him to 
the company’s attorney as soon as he 
had settled on a locality and a house. 
The attorney quickly pointed out de- 
fects in the restrictions, and scamping 
in the street improvements, and ad- 
vised Sam to look around some more. 
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When Sam finally did buy a house, the 
contract was advantageous, the value 
good, and the seller responsible—later 
on, people he knew had sad experiences 
buying the houses that he turned down 
on the attorney’s advice. 

Dick himself had such an experi- 
ence. In his early married years, when 
work was plentiful, and he earned 
overtime, he bought a house, and it was 
a sound purchase as far as restrictions 
and improvements went. 

But nobody advised him on the 
critical matter of price and instal- 
ments ; he bought too expensive a home 
for the ups and downs of his employ- 
ment, and when one of the smaller de- 
pressions came along, was unable to 
meet his payments, and lost the prop- 
erty—fortunately, before he had paid 
very much, so the loss could be re- 
garded as a little more than the rent 
he would have paid anyway for living 
in a finer house. 


| abana afternoon at 3 o’clock, when 
two shifts change in the plant of 
a small manufacturer of my ac- 
quaintance, he is accessible to any of 
his two hundred employees who want 
to come in and get his opinion on per- 
sonal affairs. 

For half an hour, then, he lis- 
tens to details of home purchases, in- 
stalment conveniences, emergency 
needs for money, and so on, and if a 
customer comes during that period, he 
is asked to wait. This plant has a third 
shift, coming on at 11 Pp. M., and one 
night every week he goes to his office 
for the same purpose. 

Here is Sam, who wants to buy a 
house, and brings the contract, the 
plans, and specifications. 

“Let me take these papers home and 
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read them,” he says. ‘Maybe our 
lawyer ought to look them over.” 

A day or two later, Sam’s purchase 
is approved, even to his ability to meet 
payments on his wages. 

“There’s only one thing bothers me 
now,” Sam says. “Can I be sure of 
holding my job, and getting the same 
wages, while I’m paying off this 
mortgage?” 

“You're just as sure as I am,” is the 
employer’s answer. “This is a com- 
petitive business. We hold our own 
against other manufacturers because 
we are able to keep our costs down, 
without sacrificing quality. That de- 
pends partly on you, Sam, and as long 
as your work is good, and we have the 
right costs and prices, our salesmen 
can get the orders. If times get tough, 
we may have to reduce wages, or hours, 
or lay off some people. That’s some- 
thing beyond our control. But the 
best people will be last to suffer, and 
so it depends on you as much as the 
times.” 


nn” for emergency money used to 
be met by wage advances, repaid 
in small weekly deductions from the 
pay envelope, but since Federal hous- 
ing laws introduced new types of 
loans in banks, the bankers of this 
community have started making per- 
sonal loans to employed people on their 
notes, in amounts as low as $50. So 
employees are advised to go to a bank, 
and if a second signer is asked for, the 
manufacturer puts his name on their 
notes. Many organizations now have 
employee credit unions, from which 
employees who need emergency money 
can borrow, and others deal with pri- 
vate lenders whose interest charges 
are reasonable—such lenders can be 
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found in most communities, and the 
volume of loans coming from a single 
concern’s employees, with minimum 
losses, is attractive business for them, 
and done at minimum costs for in- 
vestigation and collections. 

These things all enter into real 
wages, and are taken into account in 
comparing jobs. 

Promotion is a yardstick much used 
in measuring jobs, but it has its limita- 
tions. 

People like to hear that the general 
manager rose from water-house clerk, 
and agree that genius has a chance 
with a concern that discovers its gen- 
erals among the rank and file. 


g™ probably five individuals in 
the lower ranks are ambitious 
enough to think, work, and study for 
promotion, while the other ninety-five 
are content to hold a steady job, and 
maybe get reasonable increases in pay 
with years of service. And both the 
climber and the satisfied job holder are 
necessary in an organization. 

This manufacturer who advises 
employees about personal affairs has a 
promotion policy that never fails to 
intrigue job holders who hear about it. 

After three years, any employee can 
try to qualify for any other job with- 
out loss of wages. 

The employee works at Job A, which 
pays $30. Job B pays $40, and he be- 
lieves that he can qualify for it. 


If he started as a learner at Job B, 
the pay would be $18, and he would 
need two or three months to prove his 
ability. That would mean cutting 
down in his living expenses. 

Under the plan, he can have three 
months as a learner at Job B, at his 
regular Job A wages, and earn $40 if 
he qualifies. If he fails, he goes back 
to the old job, and has lost nothing. 
If he succeeds, the business has a bet- 
ter man. 

Last year, a dozen employees, about 
5 per cent, took advantage of this 
policy. Nine qualified for the better 
job, and three failed and went back to 
their old jobs, satisfied that they 
lacked what it took to win the pro- 
motions. 


M*” public utility employees have 
to deal pleasantly with people— 
customers who are far from pleasant. 
They resent putting up a money de- 
posit, think their bills are too high, 
complain about this and that. 

Temperament is a factor in handling 
such customers, and company rules 
also help. 

Some years ago, a railroad company 
published its rules for dealing with its 
customers, and discovered that people 
were genuinely interested in them—in- 
deed, in the fact that that company had 
any rules, because it had long been 
criticized for its service. 

Newspaper editors commended, par- 
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people—customers who are far from pleasant. They resent 


q “Many public utility employees have to deal pleasantly with 


putting up a money deposit, think their bills are too high, 
complain about this and that. Temperament is a factor in 
handling such customers, and company rules also help.” 
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ticularly, the rules for dealing with dis- 
gruntled customers, saying what a dif- 
ferent world this would be if all pub- 
lic service corporations followed such 
principles. 

Employees were reminded that the 
railroad business was, to the public, 
complex and mysterious, and that 
people did not understand how trains 
sometimes ran late, or freight went 
astray. 

When they complained, they were 
usually indignant, and no employee 
could afford to let himself become in- 
volved personally in customers’ griev- 
ance. 

The first thing to do was, get the 
facts straight. That would give the 
basis for finding out who was to 
blame, setting matters right if it was 
the company, and explaining to the 
customer if there had been a misunder- 
standing on his part. Remember, the 
customer with a complaint, properly 
taken care of, generally became a good 
friend of the company. 


as are interested in jobs — you 
can bank on that. 

And they hear about them, nowa- 
days, a great deal that is bad—sweat- 
ing, monotony, danger, injury to 
health, dismissals for no reason, and 
injustice generally — especially from 
the political and ideological promoters 
of discontent, who promise them some- 
thing better in a new economic set-up. 

Therefore, anything good about 
jobs, such as the modern checks and 
safeguards thrown around employ- 
ment by practically all large organiza- 
tions, is in the nature of news. 

The promotion of better public re- 
lations through this universal human 
interest is largely a matter of selecting 
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the facts to be presented, and the chan- 
nels of publication. . 

The facts should be such as answer 
the universal popular questions about 
employment—what kind of treatment 
do employees get, what chance have 
they of advancement, to what extent 
can they rely upon their employer in 
building a home and raising a family, 
how are they protected against dis- 
missal at the whim of a straw-boss, 
what does the employer do for them in 
their personal difficulties—and, prob- 
ably last of all, what are they paid? 

Such facts can be published in many 
ways—through paid advertising, pam- 
phlets, news items that reflect the 
spirit of an organization, talks by off- 
cials and by employees themselves, 
motion pictures, radio discussions, 
and every other method of reaching the 
public. 

The material should be interesting, 
naturally. Dry facts and complex charts 
lack popular appeal. Graphs, stories, 
personal experiences of individual em- 
ployees in promotion, meeting emer- 
gencies and the like, and even cartoons 
and comic strips, are the logical 
language for talking about jobs, be- 
cause it is the language through which 
the public gets other information. 

In starting such campaigns, the 
temptation is to tell the whole story at 
once, and perhaps to argue for the com- 
pany’s employment policies. 

The better way is to establish chan- 
nels through which interesting facts 
can be presented regularly, and to pub- 
lish, whenever something interesting 
occurs, such news as will give people 
reason to believe that the X Company 
is a decent concern, liberal in treatment 
of its employees—a good concern to 
work for! ' 
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How the British Finance 
Their Public Utilities 


The war risk, a burdensome hazard to British utili- 
ties not shared by American properties, has not pre- 
vented English companies from conservative financ- 
ing by retiring their relatively smaller bonded 
indebtedness through sinking-fund arrangements. 


By FERGUS J. McDIARMID 


nN September 27, 1938, London 

was, I am sure, one of the 

most depressing places in the 

world. The sodden gray skies over- 
head were reflected in the unsmiling 
and almost haggard faces of the people 
in the streets who were buying news- 
papers, digesting them in their tracks, 
and then hurrying on. Faced with the 
problem of putting in this last day be- 
fore sailing in a city where life had 
rather suddenly become most un- 
pleasant, I was somewhat at a loss as 
to what to do. My wife solved that 
problem by setting out to do some last- 
minute shopping, but I lacked the in- 
testinal fortitude to go along. I could 
not concentrate on a petty deal with 
some benumbed slip of a shop girl who 
had just come in from a gas mask fit- 
ting, or bargain over shillings and 
pence on Tuesday with an old gentle- 
man who had thoughts of being blown 
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to kingdom come on Saturday. In- 
stead, I took the underground to 
Westminster bridge and, almost in the 
shadow of the Houses of Parliament, 
boarded a little steamer for a trip on 
the Thames. 

It was pleasanter out on the river. 
For one thing, it kept one away from 
the terrible newspapers which I had 
been buying at the rate of about two 
every hour. A more specific reason for 
taking to the river was to get a good 
look at the great power stations—the 
largest in Britain—which supply Lon- 
don with power. They are, of course, 
all down along the Thames—Batter- 
sea station, Barking station, the two 
Deptford stations, and others. That 
morning an almost imperceptible haze 
hovering over the chimneys of these 
great plants gave to their structures an 
appearance of tranquillity which was 
rare in the London of those days. It 
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took quite a stretch of the imagination, 
therefore, to realize that these same 
plants threatened soon to become the 
most sought-after targets in the world. 
Only a few days before, up in Scot- 
land, a young clergyman had remarked 
to me, not quite facetiously, “I must 
hurry back to London so I won’t miss 
the first bombardment. Since I live 
near one of the big power stations, I 
will be sure of a grandstand seat.”’ Ap- 
parently the River Thames, which in 
time of peace is the indispensable 
friend of these plants, supplying them 
with condensing water and cheap fuel, 
could in time of war become their dead- 
ly enemy. From the air, on a moon- 
light night it resembles a silver ribbon 
leading up from the sea, and provides 
a perfect guide to everything along its 
banks. 


NDER such circumstances it was 

perhaps inexcusable to spare a 
thought for anything but human 
values. However, habit is a powerful 
thing. As a utility analyst, I was made 
deeply conscious of the fact that the 
purchaser of the bonds and stocks of 
American utilities does not yet have to 
fear that the security behind his invest- 
ment may become a prime target for 
enemy bombers. On the other hand, 
British public utility securities gen- 
erally appear to contain certain im- 
portant elements of strength found 
only rarely in their counterparts on this 
side of the water. 

Your bondholder is usually a most 
unimaginative fellow. The engineer- 
ing wonders of a high-pressure turbine 
or a great transmission line marching 
over mountains impress him very lit- 
tle. His main concern is with the reg- 
ular collection of his interest and the 
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return of his principal as and when 
promised. The idea of having a forced 
extension of the maturity date of his 
bonds appeals to him not at all. A care- 
ful study of the facts indicates that the 
British electric utilities in setting up 
their fixed interest-bearing securities 
have behaved in such a way that, bar- 
ring a national catastrophe, their 
bondholders have a reasonably good 
chance of seeing their contracts ful- 
filled to the letter. 


i the first place the ratio of these 
fixed interest-bearing obligations 
to total capitalization has been kept at 
a rather low level. An examination of 
the capital structures of thirty-four of 
the largest private electric utilities in 
Britain reveals that only 29 per cent of 
their capital takes the form of bonds, 
while 27 per cent is preferred stock and 
44 per cent is common stock. The most 
usual restriction governing the issu- 
ance of bonds by these companies pro- 
vides that the amount of bonds shall 
not exceed the amount of their share 
capital. In practice, however, the 
amount of bonds is kept well below this 
level. None of the thirty-four com- 
panies studied had bonded debts which 
exceeded 45 per cent of their capital 
structures, and in seven cases out of 
the thirty-four there were no bonds 
outstanding. It also appears to be the 
case that the capital structures of 
British utilities are largely free from 
inflation, and their property accounts 
represent very close to the original 
amounts of money invested in their 
properties—at least so the writer was 
informed by a disinterested and very 
good authority. 

Direct comparison on a broad scale 
as to the relative debt burdens of Brit- 
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ish and American utilities is difficult, 
because of the rather widespread prac- 
tice which has prevailed in this coun- 
try of inflating capital structures. The 
nature and extent of such inflation was 
revealed by the Federal Trade Com- 
mission in its study of the property ac- 
counts of a large number of utilities. 
Anyone who has delved into the sub- 
ject knows that the American-operat- 
ing utility whose bonded debt does not 
exceed 29 per cent of a conservatively 
depreciated value of its property on 
the basis of original cost is a rarity. 
Utilities with debts less than 50 per 
cent of such a valuation are the excep- 
tion rather than the rule. 


| ees utility bond indentures 
commonly make provision for the 
issuance of additional bonds up to 70 
per cent, and sometimes up to as much 
as 80 per cent of the value of net addi- 
tions to property. Too frequently we 
run into cases where the amount of 
bonds outstanding seems to approach 
very closely to the depreciated value 
which a reasonably conservative ap- 
praiser would assign to the property. 
The fixed interest-bearing securities of 
such a concern may go by the name of 
bonds; but they really are a combina- 
tion of bonds, preferred, and common 
stock. Another type of case is that of 


a utility doing both an electric and gas 
business. The gas business may be go- 
ing so poorly as to provide very little 
support for the capital structure, while 
the value of the electric property alone 
does not materially exceed the amount 
of the bonds. In such a case, also, the 
bondholder appears to be skating on 
rather thin ice. 

This heavy dependence of American 
utilities on loan or debt capital as com- 
pared with equity or ownership capital 
is an unsatisfactory situation which is 
not in general being improved. An ex- 
ception to this statement must be made 
on behalf of those utilities which are 
reducing their funded debts by the is- 
suance of serial notes or debentures. 
Nonetheless, it is well known that the 
amount of equity capital contributed 
to the industry in recent years has been 
negligible. For this a number of fac- 
tors are responsible. Foremost in the 
public mind is the attitude of the Fed- 
eral government and that of its agen- 
cies, such as TVA, which have discour- 
aged investment in utility stocks. Such 
stocks have in recent years tended to 
sell on a less favorable basis in relation 
to earnings than have stocks of other 
industries. 


| ae however, if this threat were 
removed, there can be little doubt 
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MARKET BEHAVIOR OF SIX UTILITY COMMON STOCKS 
IN RELATION TO PAR VALUE AND EARNINGS 


Stated or Par Value Market Value Market Times Earnings 


Company of Common Stock 


A 
B 


July 15, 1939 


for Year to 
Mar. 31, 1939 
$145 ‘ 
30 
, 78 
118 
31 
27 
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that holding companies with inflated 
capital structures and a large amount 
of preferred dividends in arrears 
would continue to prevent any flow of 
equity capital between the investing 
public and a large section of the elec- 
tric utility industry. Until much hold- 
ing company wreckage is cut away, 
possibly until investors are permitted 
to invest directly in the common stocks 
of the operating companies, this sec- 
tion of the industry will have to finance 
itself entirely through additional bonds 
or out of earnings. Even at the pres- 
ent time there is good reason to believe 
that those operating electric companies 
which have maintained their inde- 
pendence—the list is not long but it is 
illustrious—could raise capital through 
the sale of stock. 


fi J ‘HE contents of the table on p. 677 


lend credence to such a belief. 
They relate to the market behavior of 
the common stocks of six large inde- 
pendent operating utilities situated in 
various parts of the country which are 
not affected by the threat of public 
competition. These companies do a 
business which is either entirely elec- 
tric or largely so. At thetimeof writing, 
their common stocks were in every case 
selling above the par or balance sheet 
values of these stocks. They were sell- 
ing at between 12 and 19 times the 
earnings of the last completed year. 
From a perusal of this data there is 
good reason to believe that any of these 
companies could raise capital on a 
favorable basis through the sale of 
common stock. It should, of course, be 
borne in mind that these six companies 
have maintained a relatively low pro- 
portion of bonds to total capitaliza- 
tion. 
NOV. 23, 1939 


\ \ 7 HEN a company is already bond- 
ed up to the hilt, the raising of 


equity capital on favorable terms 
would not be such an easy matter, 
When, in addition to all the securities 
of the operating companies, layer upon 
layer of holding company debentures 
and preferred stock separate the ulti- 
mate common stockholder from the 
property, only those with a decided 
flare for gambling would care to con- 
tribute equity capital to the enterprise 
through the purchase of common 
stock of the holding company. In cases 
where a large amount of inflation and 
write-ups enters the picture, most 
gamblers might prefer to stick to horse 
racing or the rolling of dice. 

There is another factor bearing 
upon this situation which does not re- 
late directly to the utilities themselves. 
It might be described as a funda- 
mental change in the savings habits of 
the American people. Capital which 
would formerly have been directly in- 
vested by its owners in equities and 
new enterprises now flows into the 
hands of life insurance companies and 
other financial institutions. The in- 
vested assets of American life insur- 
ance companies have increased over 62 
per cent since 1929, or at the rate of 
over one billion dollars a year, in spite 
of a marked contraction in the field for 
private investment during that period. 
Risk capital has been replaced on a 
broad scale by trust funds to which 
safety is the primary consideration. 
The investment of such institutional- 
ized savings is severely hedged about 
by the nature of the savings themselves 
as well as by legal restrictions. For ex- 
ample, no life insurance company dom- 
iciled in New York may invest in 
common stocks. Because of the nature 
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Sinking Fund for Bondholders 


* oy more American utilities were willing to provide their bondholders 

with the elementary protection of a sinking fund, they would be 

in a much better position to claim the right to earn an average of 6 per 

cent or better on their entire investment while paying an interest rate of 

34 per cent or less on a large part, often the majority, of their capital. 

Until they do so, any solicitude which they may express on behalf of 
their bondholders must be taken with a grain of salt.” 





of their liabilities, such companies are 
compelled to invest very largely in 
fixed interest-bearing securities. A 
large proportion of the utility bonds 
issued during the past decade has 
been purchased by such financial insti- 
tutions which have to buy bonds in 
large quantities whether they want to 
or not. 


r is no secret that the attitude of the 
larger life insurance companies 
toward a new issue of utility bonds 
practically determines the success or 
failure of the issue. Also there can be 
no doubt that the extreme ease with 
which utilities can sell bonds largely to 
institutions at the very low prevailing 
rates of interest tends to discourage 
any tendency which might otherwise 
exist toward raising money through 
the sale of equities. 

In Britain, the financial institutions 
are not such a powerful factor in the 
investment field, and the individual in- 
vestor still plays the dominant role. 
Moreover, British institutional in- 


*sinking-fund provisions 


vestors, such as life insurance com- 
panies, are not largely restricted by 
law to the purchase of bonds and mort- 
gages, as is the case in America. This 
may help to explain why it has been 
possible for British utilities to be 
financed so largely on an equity basis. 
There, too, the government attitude 
has not tended to dry up the springs of 
equity capital’ for the utilities. Hold- 
ing companies in Britain, while they 
have existed, have not been a dominat- 
ing factor in utility finance, and they 
have not gotten their financial houses 
into such a condition as to block the 
flow of equity capital into the industry. 


HERE still survive in England 

many quaint old customs which 
either were never transplanted to 
America or have, in the course of 
time, become extinct here. Among 
these may be listed Swan Upping on 
the Thames and the insertion of rigid 
in utility 
bonds. Such sinking funds as are pro- 
vided really do reduce the bond issues 
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to which they are attached. There is 
nothing better calculated to reassure a 
bondholder than to watch the bond is- 
sue, of which he owns a part, steadily 
decreasing in size year after year. 
From the analysis of a long list of 
British electric utility bonds, it be- 
comes apparent that the most usual 
provision for debt retirement is a 1 
per cent cumulative sinking fund. Un- 
der such a provision an amount equal 
to 1 per cent of the original bond issue 
is used annually to purchase bonds, 
which bonds are kept alive in the sink- 
ing fund and the interest thereon used 
to retire additional bonds. Such a 
sinking fund working on a 30-year 34 
per cent bond issue would reduce the 
outstanding principal by 52 per cent 
prior to its maturity. If the interest 
rate were 5 per cent instead of 33 per 
cent, a 1 per cent cumulative sinking 
fund would reduce the debt by 66 per 
cent in thirty years. On rare occasions 
the annual sinking fund provided with 
British electric bond issues drops be- 
low 1 per cent, and sometimes it rises 
above that amount. Rather frequently 
it provides for complete retirement of 
the issue by maturity. 


HIs is all in sharp contrast to the 

situation prevailing in America 
where fixed sinking-fund provisions 
in utility bonds are a rarity. Have you 
ever scanned a list of American utility 
bonds and wondered how much of the 
debt represented therein would ever be 
repaid? If you have ever indulged in 
such a melancholy train of thought, 
you will understand what a fine and 
noble gesture it would be if more 
American utilities, in refunding their 
6 per cent, 5 per cent, or 44 per cent 
bonds into 33’s, 34’s, or even 3’s, 
NOV. 23, 1939 


would say, “Look here, we are saving 
1} per cent on our interest charges, so 
let us use 1 per cent of these savings 
to set up a cumulative sinking fund 
and cut this bond issue in two over the 
next thirty years. Our bondholders are 
taking a heavy cut in interest, so let us 
make their position more secure. May- 
be we won’t be earning so much later 
on and it will be a prudent thing to get 
some of this debt out of the way while 
we can.” 

If more American utilities were 
willing to provide their bondholders 
with the elementary protection of a 
sinking fund, they would be in a much 
better position to claim the right to 
earn an average of 6 per cent or better 
on their entire investment while pay- 
ing an interest rate of 34 per cent or 
less on a large part, often the majority, 
of their capital. Until they do so, any 
solicitude which they may express on 
behalf of their bondholders must be 
taken with a grain of salt. 


A RATHER common provision in con- 
nection with recent utility bond 
issues calls for the spending of a cer- 
tain amount annually on either net ad- 
ditions to property or the retirement of 
bonds. This is a step in the right di- 
rection in that it tends to increase the 
ratio of property to bonds. This, at 
least, is true providing the utility is 
diligent in retiring old property so that 
what is really in the nature of a re- 
placement is not counted as a net addi- 
tion. Also, a cynic might remark that 
such a clause may be taken to mean 
that only when the company’s engi- 
neers cannot think of any new and in- 
triguing gadgets to add to the property, 
the utility will get around to retiring 
debt. As a practical matter it has been 
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noted that the inclusion of such so- 
called sinking-fund provisions in util- 
ity bond issues does not usually result 
in the paring down of such issues un- 
der present conditions in the industry. 
They do not, therefore, give assurance 
that a given bond issue will be gotten 
out of the way within some foreseeable 
future. 

Not unconnected with the matter of 
debt retirement is the subject of de- 
preciation. Money for the retirement 
of bonds can, in the long run, only be 
derived from earnings left in the busi- 
ness, either in the form of a specific 
allowance to cover accruing deprecia- 
tion or as contributions to surplus. To 
the investor in an industry with a large 
fixed investment a sufficient allowance 
for depreciation is, over a period of 
time, a matter of supreme importance. 
Not only must it provide for deteriora- 
tion and obsolescence in the physical 
equipment, but it should provide the 
investor with some hedge against de- 
clining profitability in the industry. In 
other words, adequate depreciation 
should make some provision for the 
retirement of capital, particularly fixed 


interest-bearing capital. 
Ly a study recently published by the 
Securities and Exchange Commis- 


sion, the scale on which depreciation is 
being currently provided for by Amer- 


q 


e 


ican utilities is set forth. In the case 
of integrated electric utilities generat- 
ing their power by steam, those com- 
panies which set the pace in this mat- 
ter appear to charge for annual depre- 
ciation an amount equivalent to be- 
tween 2.5 per cent and 2.7 per cent of 
their plant accounts. The practice of a 
large proportion of such companies 
drops considerably below the standards 
thus set. In the case of companies 
owning a lot of hydroelectric generat- 
ing property, the annual charge for de- 
preciation is justifiably lower. A study 
of the financial statements of a repre- 
sentative list of large British steam 
electric utilities reveals annual depre- 
ciation charges varying from 2.9 per 
cent up to 4.8 per cent of their plant 
accounts and averaging 3.8 per cent. 
These comparisons are presented for 
what they are worth. Maybe utility 
properties last longer over on this side 
owing to the climate or something. 
Could it be that the obligation to retire 
bonds through sinking funds results in 
more generous provision for deprecia- 
tion on the part of the British com- 
panies ? 

From observing the reactions of a 
finance committee over a period of 
years, it becomes clear that there is 
nothing so calculated to freeze the 
initiative of even the seasoned utility 
investor as the threat of direct compe- 


“It ts no secret that the attitude of the larger life insurance 
companies toward a new issue of utility bonds practically 
determines the success or failure of the issue. Also there 


can be no doubt that the extreme ease with which utilities 
can sell bonds largely to institutions at the very low prevail- 
ing rates of interest tends to discourage any tendency which 
might otherwise exist toward raising money through the 


sale of equities.” 
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tition by public authorities. So pro- 
nounced is the fear thus engendered 
that the presence of a small and semi- 
dormant municipally owned power 
plant tucked away up a side street in the 
territory of a utility will cause many in- 
vestors to shy away from an otherwise 
sound situation, just as a skittish horse 
might shy away from a tramp asleep 
in a ditch. It fully explains why high 
coupon bonds of utilities in the TVA 
area and in the Pacific Northwest have 
sold for years at substantial discounts, 
while bonds of no greater intrinsic 
worth, and bearing low coupons, have 
been soaring in price. Such fears are 
not without a substantial background. 


KY’ a cursory study of the laws 
and franchise situations, relating 
to the operation of private utilities in 
this country, engenders the conviction 
that in many jurisdictions the legal 
foundations on which utilities must 
base their operations provide rather 
shaky props on which to rest the issu- 
ance of long-term securities. In many 
states exclusive franchises cannot be 
granted. This means that the utility 
may be subjected to tax-free public 
competition any time that some slick 
salesman of electrical equipment is able 
to persuade the city fathers that they 
ought to be in the power business. In 
case a municipality or other public 
body desires to buy out a private util- 
ity property, the terms on which it may 
be privileged to do so are not always 
defined in advance. The investor 
sometimes has no assurance that the 
distribution property only will not be 
taken over, and the generating and 
transmission property stranded high 
and dry. 

In some states, such as Iowa and 
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Kansas, franchises may be granted 
only for quite limited periods, often for 
only twenty years, and utility bonds 
frequently have maturity dates run- 
ning well beyond the expiry dates of 
the franchises in the principal com- 
munities served. In such instances, 
these communities may refuse to re- 
new the franchises, and in Iowa, at 
least, may force the company out of 
business without even offering to pur- 
chase the property. This sort of thing 
has also happened in Alabama. While 
it is true that such dire things have 
happened to date only in rare instances, 
there is nothing in the present legal 
and regulative set-up to prevent their 
happening on a much wider scale. A 
utility, which recently had to obtain the 
renewal of its electric franchise in an 
Iowa town, found itself confronted 
with the following argument : What do 
you want a franchise for? We like 
your service and we like your rates, and 
we are quite willing to have you go on 
serving us—without a franchise. In 
that way we will hold the whip hand 
over you, and any time we change our 
mind about you we can run you out of 
town. Of course, the position of the 
investors who had put their money 
into this utility on a long-term basis 
was entirely beneath the consideration 
of the exponents of this particular 
school of thought. 


N any case, the spectacle of a utility 
being forced to run the gauntlet of 

an unending series of popular elections 
in order to maintain the right to con- | 
tinue in business in its territory is any- 
thing but reassuring to the holders of 
its 30-year bonds. The American util- 
ity investor in many jurisdictions lacks 
hard and fast legal guaranties to se- 
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Franchises for Limited Periods 


“ar some states, such as Iowa and Kansas, franchises may be granted 

only for limited periods, often for only twenty years, and utility 

bonds frequently have maturity dates running well beyond the expiry 

dates of the franchises in the principal communities served. In such in- 

stances, these communities may refuse to renew the franchises, and in 

Towa, at least, may force the company out of business without even offer- 
ing to purchase the property.” 





cure his position and he must go ahead 
largely on the assumption that public 
authorities will exercise good faith in 
their dealings with him. When this 
good faith shows signs of crumbling, 
it is a small wonder that such investors 
usually develop a bad case of nerves. 

With the idea of learning something 
of the legal framework within which 
British utilities operate, I was able to 
atrange an interview with the invest- 
ment head of a large British insurance 
company. It was the day of Chamber- 
lain’s first flight (to Berchtesgaden) 
and in the tense atmosphere of that 
time the conversation tended to stray 
from the subject of utilities. However, 
it appeared that this gentleman, whose 
job it was to invest other people’s 
money on a very large scale, did not 
have to give any consideration at all 
to the possibility of public competition 
with the private utilities in which he 
invested. When I inquired as to the 
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legal basis upon which British utilities 
operate, he was able to refer, with 
very few qualifications, to several defi- 
nite and rather concise Acts of Parlia- 
ment. 


ee it is the long-range 
public policy in Great Britain for 
privately owned utility properties to 
pass ultimately into the hands of pub- 
lic authorities. An Act of Parliament 
passed in 1925, relating to the private 
electric companies serving London, 
works in this direction. Utility in- 
vestors in America will find its prin- 
cipal terms of interest: 

1. In 1971 the London and Home 
Counties Joint Electricity Authority 
is to take over the properties, the as- 
sets in existence on July 29, 1925, 
free, and assets provided after that 
date at cost less depreciation on a de- 
fined scale. 

2. In the interim the company is to 
be allowed to earn enough to pay bond 
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interest, preferred dividends, and a 
return of 7 per cent on its common 
stock; also sinking-fund payments 
which, together with the purchase 
money to be received in 1971, will per- 
mit retirement of the capital stock at 
par. 


As a result of this act, the terms of 
which have been only briefly outlined 
above, investors in private electric 
utilities operating in the London area 
know pretty definitely where they 
stand. The bondholders have every as- 
surance that their capital will be re- 
turned to them within a foreseeable fu- 
ture, either through the operation of 
sinking funds or from the purchase 
price to be paid for the properties. 
Even the common and preferred stock- 
holders have a reasonable expectation 
of coming out whole, and the stage has 
been set for the successful raising of 
additional equity capital. Note that the 
permissible rate of earnings is based 
upon a definite figure, the amount of 
common stock, and not upon some ill- 
defined rate base which may vary with 
differing theories of valuation or with 
the different political winds that blow. 
In this way any savings effected 
through refunding of senior obliga- 
tions at lower interest rates are largely 
passed on to the customers. Note also 
that original or historic cost, less de- 
preciation, is the criterion of value 
used. 


OE beegate the week prior to Munich, 
I took note of a couple of items 
in the London press which had noth- 
ing to do with the crisis. The first was 
a rather long article. It had to do with 
a monkey which, although indisposed, 
was forced to drive a car around a 
track to entertain customers in a side 
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show at a carnival. The customers, in. 
stead of being entertained, waxed 
angry to the point of violence at the al. 
leged cruelty to the monkey whos 
owner promptly landed before a mag. 
istrate. Such an incident taking place 
at that time was strangely refreshing 
to read about. The other newspaper 
item did not receive such prominence, 
It merely stated that several thousand 
electric customers in the London area 
would have their electric rates increased 
10 per cent at the end of that week be- 
cause of increased cost of rendering 
service. Only about ten lines ; that was 
all. If the relative amounts of news- 
paper space devoted to these two inci- 
dents may be accepted as a criterion, 
the British public can accept a neces- 
sary raise in electric rates with more 
nonchalance than the mistreatment of 
a monkey. It was a fond memory for 
an investor in American utility secuti- 
ties to bring home. 

On that pleasant note I would close, 
were it not that a short summary of 
the ideas presented in the preceding 
pages appears advisable. 


A compared with their British 
counterparts, investors in Amer- 
ican utilities may count themselves 
blessed in that the properties securing 
their investments are secure from de- 
struction in war and are likely to re 
main so. On the other hand, British 
utility investors are in a comparatively 
strong position in other respects. 

In contrast to the situation in | 
America, bonds on the average forma 
relatively small part of the capital 
structures of British utilities, and ade- 
quate provision has been made for re- 
tiring these bonds through sinking 
funds. Issues of such bonds are in- 


684 





HOW THE BRITISH FINANCE THEIR PUBLIC UTILITIES 


trinsically a stronger type of security 
than American utility bond issues, 
which usually have no definite provi- 
sion for amortization, and represent a 
much larger proportion of the values 
of properties securing them. British 
utilities are still able to finance to a 


large extent through equities. Their 
financial set-up appears to be much 
more closely geared to the legal frame- 
work in which they operate than is the 
case in America, and this legal frame- 
work is itself much more accurately 
and satisfactorily defined. 





Wise Koos 
Tuy, Vy, aes 


Sometimes Mediocrity Has Its Points 


Me Berger, chit-chat columnist in The New York Times, told the 
sad tale recently about a utility service that was just too good to be 
satisfactory. It seems a lady in upper Park avenue called Western 
Union and asked if they had a messenger boy who could play a decent 
hand of contract bridge, to fill in for an invited guest who had become 
suddenly indisposed. 


A quick canvass of the messenger bench failed to turn up anything 
more promising than a couple of dice experts and a merely fair pinochle 
player. The office manager recalled, however, that a certain clerk, re- 
cently promoted from the messenger force, had won some kind of a 
company bridge tournament. This ex-messenger was hustled back into 
uniform and puttees to fill the unusual assignment. He arrived at 9 
p.m. and stayed until midnight, for the regular fee of 60 cents an hour, 
— unofficial access to victuals not listed in the company’s regular tariff 

es. 


His partner, the lone invited guest, cleaned up in the game, thanks to 
the skill of the hired help. The office manager was later informed about 
how things turned out and was just congratulating himself on a deed 
= ros when the lady on Park avenue called again and complained 

itterly : 


“Next time we call for a messenger, we want a messenger. No more 
Culbertsons or Simses, please. We were most embarrassed.” 


The manager’s reaction to this was quite gloomy: 


“That’s the great catch when you're selling service. You never know 
when you’re going to oversell.” 
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Wire and Wireless 
Communication 


HE Western Union Telegraph Com- 

pany on November Ist was ordered 
by the National Labor Relations Board, 
in a unanimous ruling, to disestablish 
and withdraw all recognition from the 
21-year-old Association of Western 
Union Employees as the representative 
of the workers for grievances, labor dis- 
putes, or other conditions of employ- 
ment. 

Through the order, the board also 
commanded the Western Union to re- 
imburse employees for “all amounts de- 
ducted from their wages as dues paid to 
the association by the check-off system 
since July 5, 1935,” the date of the 
Wagner Act. Ruling that the Western 
Union had supported and dominated the 
employee organization since July 5, 1935, 
the board added: 


The association stands today precisely as 
it has stood since 1918, as the servant of the 
respondent (Western Union), alert to per- 
form both actively and passively the role of 
an obstacle to freedom of organization 
enunciated by Woodrow Wilson in 1918 and 
— in the (Wagner) Act on July 5, 


Elation over the board’s order was 
promptly expressed by the American 
Communications Association of the CIO, 
which complained against the Western 
Union to the board, and with whom the 
board ruled through its order. Daniel 
Driesen, “legislative representative” of 
ACA, hailed the decision as a “green 
light on the road to bona fide union or- 
ganization for the more than 45,000 
Western Union employees” all over the 
country. 
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The CIO union, now conducting a 
nation-wide campaign to organize West- 
ern Union employees, was formerly the 
American Radio Telegraphists Associa- 
tion. 


oT only has the Western Union 
dominated the employee organiza- 
tion since 1918, the board charged, but 
the organization “was formed in 1918 
through the sponsorship and direction of 
the company and in pursuance of the 
company’s admitted policy of prohibit- 
ing employees” from joining labor or- 
ganizations of their choice. The NLRB 
stated : 
Its formation closely followed in point of 
time the refusal of the Western Union to 
comply with recommendations of President 


Woodrow Wilson’s National War Labor 
Board. 


The war board had recommended 
that the company reinstate discharged 
employees found to have been discrimi- 
nated against because of membership in 
the Commercial Telegraphers Union of 
the AFL. 

Contentions by the Western Union 
that it had effected changes in the struc- 
ture of the association to stop practices 
prohibited by the Wagner Act were 
overruled by the NLRB, which said: 


The action of August, 1937, failed to 
emancipate the association and the respond- 
ent’s employees from their nineteen years 
of subjugation to the will of the respondent. 
We are unable to find that the instructions 
were intended in good faith to purge the as- 
sociation of the respondent’s domination an 
to release the respondent’s employees from 
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the company-inspired compulsion to join the 
association as a necessary incident of their 
employment. 


The board also asserted that “open 
hostility and espionage” had been used 
by the Western Union against outside 
labor organizations. Western Union offi- 
cials in New York expressed certainty 
that the order of the NLRB would not 
be sustained in the courts. 

A company statement signed by its 
president, Roy B. White, was issued soon 
after the 21-year-old employee group an- 
nounced that it also would fight the 
NLRB order in the courts. C. J. Elsden, 
division president of the association, said 
that his group would go all the way to 
the United States Supreme Court, if 
necessary. 

While the legal action is under way, the 
association will ask the company to con- 
tinue the check-off of dues and other pro- 
visions of the old agreement. 

© ¢ 8 

LLIOTT Roosevelt, son of the Presi- 

dent and head of the Texas State 
Network, on November Ist announced 
the formation of a new coast-to-coast 
chain of radio broadcasting stations. Mr. 
Roosevelt said the new chain would 
operate in competition with the Colum- 
bia Broadcasting System, the National 
Broadcasting Company, and the Mutual 
Network, 

He said the chain was incorporated in 
Wilmington, Del., as the Transcontinen- 
tal Broadcasting Company, with seven 
stockholder-directors, who were holding 
their first meeting in Chicago on No- 
vember Ist. The stockholders, he said, 
were himself, H. J. Brennan of Pitts- 
burgh, John Roberts and Clarence Cros- 
by, both of St. Louis; Jack Stewart and 
Thomas Evans, both of Kansas City ; and 
Lester E. Cox of Springfield, Mo. 

Mr. Roosevelt explained that all the 
stockholders except himself were direc- 
tors of the new corporation and that he 
was represented on the board by John 
T, Adams, with whom he was associated 
in the Texas Network. He stated: 

The Texas Network is a part of the new 


chain, but I do not want to give the impres- 
sion that I am the organizer of the chain. I 
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am, as operator of radio stations, only a one- 
hundredth part of it. 


Mr. Roosevelt said the chain would in- 
clude a few stations of 50,000-watt 
power, but the majority would be of 
5,000 watts. 

x * * x 

oe that metered telephone 

service proposed for Seattle by the 
Pacific Telephone & Telegraph Company 
does not measure calls accurately and is 
“basically unjust” to telephone users, 
was given at the telephone rate hearing 
on October 27th by Garrison Babcock, 
King county’s (Wash.) chief consulting 
engineer in its fight against telephone 
rate revision. 

Babcock, testifying before the state 
department of public service in Seattle, 
said he based his statements on a tally 
survey he conducted of 477 telephone 
users in the city who already are sub- 
scribers to the metered service, which 
now is optional. The survey covered 16 
per cent of the measured service sub- 
scribers in the Seattle rate area, who kept 
tallies of their calls over a month’s period 
last summer, Babcock said. 

A test of the meter service was to be 
conducted by the county at the Univer- 
sity of Washington College of Engi- 
neering. 

Questioned by Prosecutor B. Gray 
Warner, Babcock read statistics from 
his survey. Babcock said he made the 
following conclusions from the survey: 

Only 2.5 per cent of the central office 
registers agreed with the subscribers’ 
record of calls made. 

Eighty-three per cent of the meters 
overcharged customers by 26 per cent. 
The remainder of the meters “tend to 
undercharge.” 

Connection errors, resulting in false 
registration, occur in large numbers and 
the subscribers generally are not in- 
formed as to the procedure required to 
have errors credited in their favor, Bab- 
cock said. 

Such subscribers, who, after com- 
plaint, are informed that credits for 
false connections may be procured, find 
that the procedure involved is more 
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costly in time and annoyance than the 
value of the credit obtained, the witness 
testified. 

“Are you prepared to make a mechani- 
cal demonstration of some of the in- 
herent defects in the meter itself?” 
Prosecutor Warner asked. 

Babcock responded that he was pre- 
pared to make such a demonstration later 
at the university laboratories, which he 
said are well equipped for such a test. 

oe ae ae 


a at least temporary failure 
of a compromise proposal, the Okla- 
homa Corporation Commission on No- 
vember Ist was going ahead with its 
statewide telephone rate hearings involv- 
ing 144 local exchanges of the South- 
western Bell Telephone Company. The 
hearings affect all Oklahoma towns 
served by the Bell concern. 

The compromise movement was led by 
William T. Rye, Vinita city attorney, 
who said he was convinced ultimately 
higher rates would come and suggested 
that the cities voluntarily accept slight 
increases. Although he called officials 
of 22 cities in which the company is seek- 
ing immediate emergency rate increases, 
only 16 cities were represented at one of 
the sessions. 

When the mayors and attorneys found 
themselves hopelessly deadlocked, they 
adjourned without action. Bell attorneys 
were never called into the meeting. Okla- 
homa observers saw little chance for 
success of the proposal because of the 
political risk involved in voluntarily ac- 
cepting a rate increase. Citizens of all 
state cities were on record as opposed 
to any rate increase. City officials think 
they will be in a better position politi- 
cally, it was generally agreed, to fight a 
losing battle rather than be a party to a 
rate increase. 

Meanwhile, the commission heard 
testimony of W. B. Stephenson, Okla- 
homa City, state engineer for the com- 
pany, who declared that the American 
Telephone and Telegraph Company lost 
more than $1,000,000 in furnishing the 
“license contract” service to the state 
from 1929 to 1938. 

This contract provides for the pay- 
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ment to the AT&T of 1% per cent of 
Southwestern’s receipts. In return, the 
American Company provides operating 
engineering, laboratories, use of patents, 
and other assistance to the Southwestern 
Bell and other Bell operating companies, 
H. R. Fritz, St. Louis, general inven- 
tory and costs engineer for the South- 
western Company, related the company’s 
methods of computing the depreciation 
of telephone plant, including overhead 
and underground cables, poles, switch- 
boards, conduit, and other equipment. 


EVELOPMENT on another front in 
the Oklahoma telephone contro- 
versy got under way on November lst 
when the Southwestern Bell Telephone 
Company took steps to appeal to the 
Oklahoma Supreme Court for emer- 
gency rate increases in 21 state cities, and 
posted the proposed rate increases with 
the state corporation commission. 

The company also filed application 
with the commission for a certification 
of the records so that an appeal can be 
filed with the supreme court. This is 
one of the first technical steps for an 
appeal from a ruling of the Oklahoma 
commission. Company attorneys said 
the appeal would be formally filed with 
the high court as soon as the record could 
be prepared and certified. 

The company asked permission to 
post bond to protect subscribers against 
loss in case temporary increases were 
put into effect and later cancelled. 

Attached to the motion was a schedule 
of returns on the company’s investment 
at present rates, estimated at from 4.01 
per cent profit at Seminole, to a 7.09 per 
cent loss at Clinton during 1938, The 
company declared its average return 
over the state last year was 3.98 per cent, 
including revenue from toll lines as well 
as local exchanges. 

x * *k x 
EDERAL Communications Chairman’ 
James L. Fly on October 27th said 
that there would be “some report 
shortly” on the possible consolidation 
of Western Union and Postal Telegraph 
companies. 
The FCC has been considering the 
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Congress it lacked jurisdiction. It recom- 
mended that it be given the authority. 
The report on the possible consolidation 
of the two telegraph companies when 
issued will be submitted to Senator 
Wheeler, chairman of the Interstate 
Commerce Committee of the Senate. 

On November 6th the FCC announced 
that it had proposed an increase in rates 
paid by the United States government 
for domestic telegraph messages from the 
present 40 per cent applicable to private 
commercial firms to 60 per cent of such 
charges. The proposal was contained in 
a report filed with the commission for 
the purpose of giving twenty days’ notice 
to interested government agencies, who 
are represented by the United States At- 
torney General, to make any argument or 
file any exception before the commission 
enters a final order. The Federal gov- 
ernment is, from the standpoint of vol- 
ume, one of the largest, if not the larg- 
est, single customers of the Western 
Union and Postal Telegraph. 

:* & 

HE nation-wide racing news empire 

dominated by M. L. Annenberg was 
menaced on November 2nd by a Federal- 
state move designed to sever its life lines. 
William J. Campbell, United States Dis- 
trict Attorney, and Thomas J. Court- 
ney, state’s attorney of Cook county 
(Chicago), sent letters to the American 
Telephone and Telegraph, Western 
Union, and Illinois Bell Telephone com- 
panies demanding that they “immedi- 
ately stop renting wire facilities to the 
Annenberg horse-race information serv- 
Ices.” 

An AT&T spokesman in New York 
said the company would discontinue its 
service to the Nationwide News Service, 
an Annenberg organization, on Novem- 
ber 9th, 

A. H. Mellinger, president of the IIli- 
nois Bell Telephone Company, notified 
the prosecutors he had given notice to 
Annenberg, Nationwide News Service, 
and Illinois Nationwide News Service 
that their contracts would be severed at 
noon November 6th. He added that his 
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company could not act as a policing 
agency, but would take proper action if 
authorities notified it of other clients who 
were using telephone service for illegal 
purposes in respect to bookmaking and 
gambling. 

Western Union did not disclose what 
action it would take. Roy B. White, 
president, was en route from Chicago to 
New York at the time. 

Campbell told reporters the edict cov- 
ered only activities in the northern dis- 
trict of Illinois, but opined that, if the 
communications companies complied, the 
Annenberg race news interests would 
suffer a death blow because the contracts 
between them and the utilities were exe- 
cuted in Chicago. He expressed the be- 
lief that Federal prosecutors in other 
jurisdictions would act if the parties at- 
tempted to draw up new agreements out- 
side the state of Illinois. 

The situation was frozen, temporarily 
at least, on November 6th when Federal 
Judge James H. Wilkerson granted a 
temporary stay to prevent the Illinois 
Bell Company from shutting off service, 
only thirty-five minutes before the dead- 
line set by the company. Judge Wilker- 
son explained that the purpose of the 
extension was to preserve the status quo 
until the Annenberg petitions for an in- 
junction to prevent cutting off service 
could be heard and ruled upon. 

ee 

—— United States Supreme Court 

on November 6th refused to con- 
sider the protests of the Crosley Radio 
Corporation, Cincinnati, against a Fed- 
eral Communications Commission order 
directing it to discontinue “superpower 
broadcasting” at Station WLW. The de- 
cision came in the form of a refusal to 
consider the District of Columbia Court 
of Appeals’ denial of the company’s pro- 
test against an FCC order directing it to 
cease broadcasting on power of 100,000 
to 500,000 watts. 

The court’s opinion was regarded as 
likely to end serious attempts to have the 
FCC adopt the theory of superimposing 
a chain of extra high-powered stations 
upon the present broadcasting set-up of 
the nation. 
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Financial News 


W ashington’s $600,000,000 
Industrial Power Loop 


HE new National Power Policy 

Committee is reported to be study- 
ing a program prepared by Major 
Thomas R. Tate, chief of the Federal 
Power Commission Division of Gas and 
Electric Resources, for an elaborate 
“loop” or “grid,” interconnecting prin- 
cipal public and private systems in the 
East. According to the Electrical World, 


The plan envisions linking of important 
centers east of the Mississippi through a 
series of interconnections and the construc- 
tion of “supplemental” steam and hydro 
units at strategic points in the affected areas. 
The reported cost is estimated at $600,000,- 
000, of which the industry presumably would 
be asked to put up a portion and the Fed- 
eral government the remainder. The loop, 
broached as a national defense proposition, 
would connect industrialized areas from 
Birmingham to New York as far west as 
Chicago and Detroit, it is said. The Fed- 
eral government’s TVA and Santee-Cooper 
project in South Carolina would be included 
in the grid.... 

Because the new committee is dominated 
by public ownership advocates, reports are 
current that the group is “cooking up” 
something in the way of a lend-spend nature 
to put the government deeper into the 
power business. . . . Leland Olds, member 
of the FPC, was elected vice chairman... 
[which] gave rise to speculation whether the 
long-dormant St. Lawrence waterway and 
power project would be revived. This was 
enhanced by reports from Canada that 
Prime Minister Hepburn of Ontario and 
other opponents of the project had been 
placated and that the Dominion was now 
anxious to go ahead with the undertaking. 
President Roosevelt’s remark to the report 
was that he “hoped so.” ... 

Meanwhile, rumblings of possible oppo- 
sition to the committee were heard in Con- 
gress. It was reported that Representative 
May of Kentucky was displeased with the 
President’s action in dissolving the Defense 


and 
Comment 


By OWEN ELY 


Power Committee, claiming privately that 
its transfer deprived the War Department 
of its authority to plan for industrial mobili- 
zation as contemplated in the National De. 
fense Act. 


Assistant Secretary of War Johnson 
appeared to be fully satisfied some time 
ago that actual power needs for national 
defense had been met when the utilities 
agreed to install additional generating 
capacity of 1,000,000 kilowatts. Since 
then, it is reported, the utilities have 
placed orders for nearly three times that 
much additional capacity; in the last 
few weeks alone, a dozen utilities have 
announced plans for expenditures of 
over $100,000,000 for 1,000,000 kilo- 
watts additional capacity (all steam). 
Moreover, despite the sharp advance in 
recent output, most of the big companies 
still have ample capacity ; Consolidated 
Edison, for instance, has about 56 per 
cent reserve above current record re- 
quirements. The real power “bottle neck” 
is in the inadequate wiring of industrial 
plants, due to the obsolete National Elec- 
trical Code, revision of which is now 
being sought by the utilities. 

The reported plans for the new “loop” 
seem quite in line with former New Deal 
utility projects, which thus far have in- 
dicated a huge diversion of funds with 
doubtful tangible results. Apparently 
the administration is now anxious 
for a wider market for the out- 
put of its various hydro projects (hav-_ 
ing so far made unsatisfactory progress 
in attracting new industrial plants on the 
scale anticipated). The situation sug- 
gests that “national defense” coloring 
may be used to justify a huge intercor- 
nection system which would help furnish 
a market for governmént power through 
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FINANCIAL NEWS AND COMMENT 


a general tie-in with private utilities’ 
distributing systems east of the Mis- 
sissippi. This recalls similar coloration, 
such as “navigation,” “flood control,” 
and “irrigation,” in the promotion of 
public power pro jects already authorized. 


¥ 


Trends in Utility Finance 


RESIDENT C. W. Kellogg of the Edi- 

son Electric Institute, in a recent 
talk before the Empire Gas and Electric 
Association, pointed out some interest- 
ing conclusions drawn from U. S. Cen- 
sus figures now available on the electric 
power industry, from which we quote 
excerpts as follows: 


... the plant account for combined electric 
departments at the end of 1937 was reported 
as $11,936,000,000 . . . and the total electric 
investment at about $13,272,000,000. This 
total compares with . . . $9,518,000,000 in 
1927, a gain of 40 per cent in the decade 
but a comparatively slight gain. . . dur- 
ing the five years ending with 1937. In 
view of the fact that the utilities expended 
for construction during the five years end- 
ing in 1937 a total of $1,214,000,000, the 
increase of only $144,000,000 in invest- 
ment requires some comment. The 
difference between the two figures of 
over a billion dollars represents plant with- 
drawn from service and indicates that the 
utility plant was improved to that extent in 
modernity and efficiency without increasing 
the amount of securities outstanding against 
it. On the other hand, the total-of bonds and 
stocks was reduced by $241,000,000 in the 
5-year period... . 

The Census figures refute in a striking 

way the impression that has gained credence 
in recent years that the utilities, in providing 
their new capital requirements, were tend- 
ing more and more to depend upon bond 
financing, with a consequent danger that they 
would become waterlogged with debt... . 
The per cent [of capital and surplus] repre- 
sented by bonds was in 1927 44.3 per cent; 
in _ 41.7 per cent; and in 1937, 42.4 per 
cent. ... 
_ It is true that during the decade ending 
in 1937 the ratio of stocks to the balance 
sheet: total described fell from 42.5 per cent 
to 40 per cent, but during the same period 
the amount in reserves and net surplus rose 
from 13.2 per cent to 17.0 per cent. The 
inability of the utilities (which has often 
een noted in recent years) to raise money 
by the sale of utility equities has not, there- 
fore, been due to the deterioration of the 
equity ratios in financial set-ups. .. . 
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GENERATION, BILLIONS OF _RILOWATT- HOURS 


One of the most striking developments of 
the decade ending with the last Census re- 
port is in the matter of appropriations for 
retirement. In 1927 these amounted annually 
to 7.8 per cent of annual gross operating 
revenue, while in 1937 they were 9.85 per 
cent—a relative increase of over 26 per cent. 
Furthermore, in spite of the large with- 
drawals of property, .. . the balance in the 
retirement reserve grew from 5.84 per cent 
of the balance sheet value to 8.36 per cent 
...—a relative gain in the decade of over 
43 per cent.... The trend just described is 
of benefit to utility security holders in two 
respects; first, as providing a much larger 
source of construction funds that are raised 
without additional securities issues and 
second, as making for a more conservative 
capital set-up. ... 

The inability of some holding companies 
since 1932 to pay full dividends on their pre- 
ferred stocks arises, not from any deteriora- 
tion in the financial structure of the utili- 
ties whose common stock the holding com- 
panies own, but from the effect on the net 
earnings of increased costs to the operating 
companies and due to inability to sell stocks, 
from the financing requirements that have 
had to be met from earnings. The financial 
set-up of the operating companies, and 
hence of the holding companies (as shown 
by the Census figures quoted), is as good 
today as it was in the height of the last 
boom. What has changed is the earnings 
and financing picture.... 

In the last 5-year period total operating 
revenue gained $335,000,000 while net 
operating revenue actually decreased $9,- 
000,000. This naturally caused some 
diminution in what could be distributed as 
dividends on common stock of the operat- 
ing companies and a corresponding diminu- 
tion in holding company income; but a much 
more serious deterrent to the holding com- 
panies was the necessity of applying a part 
of the net earnings of operating subsidiaries 
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to construction purposes ... or in some cases 
even to pay off maturing obligations of such 
operating companies. Neither of these re- 
quirements could be financed in the normal 
way during the last five years due to the 
government attack on the utilities and to 
the depression in the security markets. . 

The chart [p. 691] indicates a develop- 
ment favorable to the investor, in the 
growth of load factor during the last 
quarter century—for higher load factor 
means more effective use of the investor’s 
investment. The 1915-16 average showed 
about 4,000 kilowatt hours produced per 
annum per kilowatt of noncoincident peak, 
while in 1937 the corresponding figure was 
about 4,750, a gain in effectiveness of use of 
investment in the interim of nearly 20 per 
= eee 

With the present growth trend of about 
34 per cent annum, if we assume that one- 
half the new capital needed can safely be 
raised by the sale of bonds, then the balance 
of equity money will amount to 1} per cent 
of existing investment. With the present 
ratio of $6 of investment for each $1 of 
annual gross earnings, the equity require- 
ment thus becomes about 103 per cent of 
the annual gross; this is approximately the 
amount now set aside annually for reserves 
and for amortization of debt discount and 
expense. In the absence of a marked change 
in the percentage rate of growth, therefore, 
the amounts of equity security financing 
called for would be only the requirements 
for actual replacements. ... 

Corporate income available for paying a 
return on the investment grew but $91,000,- 
000, while investment increased about $4,- 
000,000,000. This showed but 2.3 per cent 
on the new money invested during the 
decade, which is not encouraging if it repre- 
sents a permanent condition. The fact that 
any gain whatever was recorded is credit- 
able, however, in view of the fact that taxes 
in the period increased $162,000,000, or 108 
per cent, and retirement appropriations 
$82,600,000, or 61 per cent, while residence 
rates per kilowatt hour on the average de- 
creased 2.41 cents, or 35 per cent. The 
operating ratio was reduced about 1 per cent 
in spite of the lower rates mentioned and of 
higher labor costs. 
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Revival of Corporate Financing 


Expected Soon 


HE Treasury Department is taking 
full advantage of the sharp recovery 
in the bond market to complete success- 
fully several important pieces of Federal 
financing, and New York city is expected 
to come into the market later this month 
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with $30,000,000 serial bonds. But 
otherwise public offerings have been 
limited to a few small municipal: issues, 
and the stalemate in corporate financing 
still continues. Halsey, Stuart & Co, 
syndicate managers for most of the big 
utility issues held over from August, 
have not yet indicated their program, but 
it is considered likely that the $52,500,- 
000 Public Service of Colorado deal will 
be the first to be resuscitated. 

One important piece of new business 
has been announced. Jersey Central 
Power & Light Company on October 
27th filed with the SEC $39,000,000 first 
mortgage bonds due 1964 and $3,225, 
000 serial notes due 1940-49 (interest 
rates to be supplied by amendment). The 
First Boston Corporation will be the 
principal underwriter, and it is said that 
the financing, which has been under 
discussion for several months, will go 
forward on November 16th. 

Our chart on page 695, which includes 
a record of new issues as compiled by 
the Commercial and Financial Chronicle, 
would seem to indicate that October was 
a very active month with about $153, 
000,000 financing. However, the total is 
largely accounted for by two big private 
deals, New York Telephone and New 
York Power & Light, both of which 
might just as well have been credited to 
September, when preliminary banking 
arrangements were largely completed. 
Final details were reported October 
31st regarding the sale of the $66,582, 
000 New York Power & Light first 33s 
to 13 insurance companies, on a 3} per 
cent maturity yield basis. The company 
also plans to issue 192,105 shares of 
common stock to its parent company, 
Niagara Hudson Power, to repay ad- 
vances. 

Two relatively small private deals 
have been announced. Northwestern 
Electric Company (American Power & 
Light system) has arranged a private 
sale of $6,700,000 4 per cent bonds toa 
group of four insurance companies. 
Proceeds will be used for refunding and 
to pay preferred dividend arrears. The 
company also sold $2,800,000 deben- 
ture 44s to its parent company to re- 
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fund a loan. Virginia Public Service 
Generating Company proposes to sell 
$1,400,000 first 4s and $300,000 4 per 
cent serial bank notes to institutions, and 
3,300 shares of common stock to Vir- 
ginia Public Service Company. 

The public service commission of 
New York, rescinding an order issued 
in September, has authorized Long Is- 
land Water Corporation to issue $2,- 
144,000 first 4s of 1964, to be sold at 
not less than 104, for refunding pur- 
poses. 

According to a compilation issued by 
the SEC, utility financing accounted for 
over half of the $566,464,000 security 
registrations which became effective dur- 
ing the September quarter. Of the total 
amount for all companies, 87 per cent 
represented long-term bonds — about 
equally divided between mortgage 
issues and debentures. The amount of 
short-term notes was negligible (most of 
the latter, being sold privately, do not 
require registration). Common stocks 
accounted for 6 per cent, preferred 4 per 
cent, and “certificates of participation” 
about 2 per cent. Only about 9 per cent 
of total financing represented “new 
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Associated Gas Integration Plan 


<=. Gas & Electric Company 
has filed a voluntary integration 
plan with the SEC, providing for liquida- 
tion of the company and transfer of the 
assets to Associated Gas & Electric Cor- 
poration, present subholding company 
for the entire Associated system (100 
per cent controlled by the Company). 
Debenture holders would receive pre- 
ferred stock of the Corporation (10 
shares for each $1,000 bond) with a 
dividend rate corresponding to the cou- 
pon rate on the debentures, but would 
have the option of obtaining new income 
debentures bearing lower interest rates. 
Holders of convertible obligations would 
receive 11 common shares of the Cor- 
poration for each $100 principal amount 
and for each $100 accrued unpaid in- 
terest. Holders of preferred stock would 
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receive 10 common shares of the Cor- 
poration for each $100 liquidation value 
of the stock and for each $100 accumu- 
lated and unpaid dividends. Each holder 
of preference stock would get 10 par- 
ticipating shares of the Corporation for 
each $100 liquidation value of the stock 
and for each $100 of accumulated and 
unpaid dividends. Each share of Class 
A stock would get one participating 
share of the Corporation. Holders of 
Class B common and warrants would 
receive no new securities. Holders of 
scrip would obtain an equal par amount 
of preferred stock, paying the same rate 
of dividends. 

When the plan is consummated, vot- 
ing power in the Corporation would be 
held approximately as follows: con- 
vertible obligations, 48 per cent; scrip, 
8 per cent; and preferred stock, 44 per 
cent. The common stock to be issued 
by the Associated Gas & Electric Cor- 
poration would be entitled to dividends 
at the annual rate of 50 cents a share be- 
fore any distribution on the participating 
shares; after such payment both com- 
mon and participating stocks would 
share equally in any further payments. 
The common stock would be accom- 
panied by warrants entitling the holders 
to buy additional shares within five years 
at the rate of two shares for each five 
shares held, at a price of $8 a share the 
first year, after which the price would 
be increased 50 cents a share each suc- 
ceeding year. Warrants would become 
void in five years. 
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One Cent of Consumer’s Dollar 
Goes for Electric Service 


HE Edison Electric Institute, using 

data prepared by the National In- 
dustrial Conference Board combined 
with its own figures, has compiled an 
analysis of the consumer’s average dol- 
lar expenditure, from which we select 
the. following comparison of 1919 and 
1937 figures: 
1919 1937 
0.3% 1.1% 
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Electric appliances i 18 
Other home expenses ; 24.6 
24.5 
10.0 
11.0 


Food & soft drinks ‘ 
Clothing 14.2 
Automobiles & transportation 7. 
Social-cultural activities .... 5 
Alcoholic beverages 

Tobacco 

Recreation 

Health 


DiUrtnindo 


we 


i: 


100.0 


It is interesting to note that electric 
service constitutes 3 per cent of the total 
cost of renting, operating, and maintain- 
ing a home. Twice as much is paid for 
tobacco and five times as much for liquor, 
as for electricity. Personal appearance 
—perfumes, cosmetics, barbers, beauty 
parlors, and jewelers — absorbs nearly 
twice as much of the consumer’s dol- 
lar as the amount paid for electricity. 

However, expenditures for electric 
service grew during the 18-year period 
from $175,000,000 to $780,000,000—a 
rate of growth exceeded only, among the 
items tabulated, by the amount spent for 
electric appliances. 
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Corporate News 


ORTH American Company has 

made some important changes in 
its executive line-up. James F. Fogarty 
has resigned the presidency to become 
chairman of the new executive and 
finance committee. He was succeeded as 
president by Edward L. Shea, former 
executive vice president of Tidewater 
Associated Oil Company. Harrison 
Williams, formerly chairman of the 
executive committee and a large stock- 
holder, has become chairman of the 
board. In future Mr. Fogarty will de- 
vote his attention principally to financial 
and corporate matters. 


= 
oo 


United Corporation has begun to dis- 
pose of some of its utility holdings, hav- 
ing sold 13,500 shares of Columbia Gas 
and 14,300 shares of Niagara Hudson in 
the open market. 
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Stockholders of Interborough Rapid 
Transit Company have elected a new 
board of directors described as “100 per 
cent anti-unification.” The new directors 
include Charles Franklin and several 
others associated with the Manhattan 
Railway, which has heretofore differed 
with the IRT over unification.  Per- 
haps the new line-up is due to the success 
of the city in tearing down the Sixth 
avenue “El,” and its present request of 
transit commission approval for “con- 
demnation” of almost all the remaining 
Manhattan and Bronx elevated lines, 
Demolition of these lines might take the 
Interborough “out of the red” and give 
stockholders some real equity, but they 
have no direct voice in unification pro- 
ceedings, and considerable progress has 
been made in obtaining bondholders’ as- 
sents. Bondholders are also asking the 
Federal court for foreclosure, which if 
granted would give stockholders only the 
$3 a share provided under the unification 
plan, which they deem inadequate. 


Control of Abitibi Power & Paper 
Company would be placed in the hands 
of the present bondholders under the 
proposal for reorganization of the com- 
pany announced recently by Thomas 
Bradshaw. As summarized, the plan is: 
(1) That existing bondholders be given 
40 shares of new $1.85 convertible pre- 
ferred; (2) each share of 7 per cent 
preferred to be converted into 12 new 
common shares; (3) each share of 6 per 
cent preferred to be converted into 4 new 
common; (4) each common share to be 
converted into one-tenth share of new 
common; (5) unsecured creditors to ac- 
cept a moderate reduction in the amount 
of their claims and be paid in cash over 
a period of three years. 


Reports that Associated Gas & Elec- 
tric was negotiating for the sale of — 
Staten Island Edison to Consolidated 
Edison have been denied. 


Federal Judge William H. Holly has 
approved Atlas Corporation’s plan for 
reorganization of Utilities Power & 
Light Corporation. 


694 








FINANCIAL NEWS AND COMMENT 


= 
= Jan. Feb. Mar. Apr. June Oct. Nov. Dec. 


igh & & INDUSTRIAL STOCKS 
Dow-Jones Averages 


& 
= 
Hi 


Annual 


SOURCE: WALL ST. JOUPRAL 





30 FELECTRIC POWER PRODUCTION 
Weekly Average - Unit 10,000,000 
mahi wa 























4, 





















































jAdjusted for seasonal variation 





SOURCE: STANDARD STATISTICS 


Quarterly Index 15 Utility Cos. 
Quarterly = 


for seasonal variation 


UTILITY 


REFUNDING 
NEW 


0 
Jan sie Mar. Apr. May 1339 Aug. Sep 


695 NOV. 23, 1939 





What Others Think 


Investment Bankers Worried 
About Private Enterprise 


MPORTANT viewpoints of collateral in- 
terest to students of regulation were 
expressed at the recent national meeting 
of the Investment Bankers’ Association 
at Del Monte, California. Among the 
speakers was Lionel D. Edie, New York 
economist, who spoke on the subject of 
“Private vs. State Enterprise,” and 
placed particular emphasis on the effect 
of international hostilities upon the out- 
look for continued free private enter- 
prise in the United States. 

Mr. Edie warned the investment bank- 
ers of the nation to abandon their policy 
of “appeasement” with government and 
to fight for their rights as a matter of 
patriotic duty, in order to bring to an end 
the “dead decade” of industrial stagna- 
tion. He added that from the standpoint 
of national defense, the industrial plant 
of the United States is hopelessly inade- 
quate by reason of its starvation for new 
capital. Mr. Edie continued: 

The time has come for investment bank- 
ers to fight or face extinction. Confronted 
by a war crisis abroad and a challenge to 
national defense at home, general realization 
that industrial progress in the United States 
has stagnated for the last ten years will see 
a determined effort to make investment 
bankers the goats. 

For instance, the railroad industry would 
be in a frightful jam if forced today to 
move a million freight cars of traffic a week. 
This great industry is the most serious bot- 
tle neck in the whole American economy. 
More than 40 per cent of its mileage is in 
some form of default or receivership. There 
are countless bottle necks in other directions 
and my personal estimate would be that it 
would take $25,000,000,000 of new capital to 
put the capital plant and equipment in shape 
to afford a decent basis of national defense. 


Mr. Edie listed the following popular 
fallacies about war: 

1, The idea that its duration will more 
or less parallel the last war. 
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2. The idea that the United States can 
stay out of a long war. 

3. The idea that the United States can 
simply stand on the sidelines as a nev- 
tral and have a splendid war boom, and 
that such a boom will save the bankers 
from their troubles without much effort 
on their part. 

4. The notion that the United States 
itself is better prepared for national de- 
fense than the last time. 


M* Edie expressed the opinion that 
unless peace is negotiated within 
a few weeks, the exhaustion point for 
the combatants in the present European 
war will come much sooner than it did 
in the World War. His view is that the 
United States must and wili enter the 
war if it proves to be of long duration. 
He predicted a program of national de- 
fense in the United States on an unprec- 
edented scale, but with “hopelessly in- 
adequate preparedness on the economic 
side.” 

On the score of industrial expansion, 
he pointed out that the nation’s growth 
trend has averaged 3 to 4 per cent for 
150 years, and that, in the decade since 
1930, the production index has failed to 
go ahead of the peak of the previous dec- 
ade for the first time in the nation’s his- 
tory. Mr. Edie further stated: 

One reason is to be found by comparing 
private financing with government financing 
during the period. In the decade of the 1920's 
there was $9 of private corporate financing 
for every $1 of government financing, 
whereas in the 1930’s there has been only 
30 cents of private financing for each $1 of 
government financing. Since the New Deal, 
the average new capital by private financing 
has been about $600,000,000 annually, against 
$3,600,000,000 in the previous decade, oF 
about one-sixth as much,, 

In 1930 the value of productive plant and 
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equipment of all kinds in this country was 
about $125,000,000,000. This represented the 
accumulation of the ages. With obsolescence 
and depreciation allowed for, it is doubtful 
if this plant today is any better than it was 
ten years ago. We are just finishing a dead 
decade in which stagnation has supplemented 
progress and dynamic growth has given way 
to arrested development. 


In urging investment bankers to fight 
to end efforts to establish a system of 
“capital-credit banking run by the gov- 
ernment,’ Mr. Edie paid tribute to the 
efforts of Wendell L. Willkie in fighting 
not only the battles of the Common- 
wealth & Southern Corporation, but of 
the utility industry generally: 

There are those who say: If you fight 
you will be crucified. That is what people 
said to Wendell L. Willkie. But when he 
put up a fight of courage and honesty, he 
not only was not crucified, but for the first 
time even the radical New Deal began to 
have respect for leadership of the Willkie 
type. The more supine the business man or 
banker, the less respect is held for him by 
intellectual Washington. 


Mr. Edie pointed to the fact that in 
France the rival groups composed their 
differences in the interests of national 
defense. In the case of England, he re- 
minded that Winston Churchill’s famous 
book was titled “While England Slept,” 
adding that unless action is taken now, it 
will be possible for a book to be written 
here on the subject, “While Private Fi- 
nance Slept in America.” 


D* Everett Dean Martin, professor 
of social philosophy at Claremont 
College, California, another speaker at 
the Del Monte meeting, told the invest- 
ment bankers that the conflict of politi- 
cal philosophies today is no longer an 
academic question, and that every totali- 
tarian government is a revolutionary 
movement, with the whole system of free 
government, private property, consent 
of the governed, and the English-speak- 
ing system of checks and balances at 
stake. He characterized the present war 
in Europe as only one aspect of a larger 
conflict of social and political objectives 
from pressure groups the world over, 
not excluding the United States. Dr. 
Martin continued : 


We are rapidly approaching a planned 
economy even in America, and planned econ- 
omy is impossible without dictatorship in 
the end. There is a point on the road we 
are now traveling beyond which human 
liberty cannot go. Once we turn that corner 
we can never come back. 

It is customary to lay the blame for this 
course on the national administration. Ob- 
viously, the administration has, to say the 
least, done nothing effective to check this 
trend. Whatever may be said of the present 
government, and much can and should be 
said, this trend toward planned economy 
and dictatorship goes deeper than contem- 
porary politics. Something is happening in 
the minds and wills of the American people. 
There is a lowering of the level of moral 
independence, and this growing dependence 
on government affects people of all classes. 
Ever since the Civil War there has been a 
disposition of certain business interests to 
look to the government for special privileges 
of all kinds. Now the general public de- 
mands the democratization of subsidies, with 
the disastrous results which all see. 

The history of the failures of previous 
democracies shows us that no nation can 
long remain free while any considerable 
number of its citizens are willing to try to 
get something for nothing out of govern- 
ment. Government will always take advan- 
tage of such willingness to increase itself at 
the expense of our liberties, our properties, 
and our very lives. The best defense of 
America is to root out the disposition which, 
whether we know it or not, leads inevitably 
to a socialistic state. 


NOTHER address before the bankers’ 
meeting of special concern to utility 
industries was one discussing the is- 
suance of revenue bonds. It was given 
by James Lynn Beebe, well-known Cali- 
fornia attorney and president of the Los 
Angeles Chamber of Commerce. Mr. 
Beebe said that revenue bonds are not 
entirely new to the financial community 
in the United States, although few of 
such bonds or notes were issued before 
the recent impetus provided by Federal 
encouragement of publicly owned utility 
plants. He distinguished between the 
modern municipal utility revenue bond 
and the financing of privately owned toll 
bridges and utilities through the sale of 
securities chiefly on the ground of tax- 
exemption features of public revenue 
bonds. 
He also observed that while with 
private enterprise the demand for profits 
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“TH’ DIRECTIONS MUST HAVE BEEN LOST WHEN 
IT WAS UNPACKED, BOSS!” 


tends to insure efficient management, the 
public enterprise may attract a politically 
minded management more sensitive to 
vote appeal than to the dictates of effi- 
cient operation. He observed also that 
public projects thereby financed by reve- 
nue bonds may be the result of political 
promotion inspired by persons who profit 
through the creation of such public prop- 
erties and have no responsibility for their 
subsequent successful operation. 

To prevent such promotions with their 
considerable number of overfinanced 
and improperly planned projects, Mr. 
Beebe suggested a system of controls to 
safeguard the launching of new projects 
to be financed by revenue bonds. He 
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conceded that no formula could possibly 
give the right answer in every case and 
that some bad ventures would be ap 
proved, while some good ones might be 
stopped by any set of controls. 


, A ‘HE speaker first considered safe- 

guards against unsound projects 
and under this heading he advocated: 
(1) That revenue bonds be issued pur- 
suant to a two-thirds vote of the electors 
after adequate notice of the election; 
(2) revenue bonds should bear a low 
maximum interest rate; (3) the bonds 
should be sold publicly either at par or 
at a small discount in order to eliminate 
speculative enterprises attracted by the 
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promise of a big return based on a high 
interest rate—and, above all, revenue 
bonds should not be privately issued in 
payment for construction work or prop- 
erty; (4) all contracts for construction 
should be let after public bidding to 
avoid political favoritism. 

Mr. Beebe’s next group of safeguards 
were designed to insure reasonable oper- 
ation, and included the following re- 
quirements: (1) Annual informative 
audits; (2) a check on the reasonable- 
ness of operating expenses; (3) special 
audits to be furnished at the request of 
a substantial number of bondholders; 
(4) open access to all records pertaining 
to the enterprise; (5) statutory protec- 
tion against competition. 

The third group of safeguards were 
designed to secure adequate revenue and 
included the following points: (1) A 
statutory requirement of a rate level 
sufficient to pay fixed costs and operat- 
ing expenses, and to set up suitable re- 
serves; (2) revenues from the bonded 
project should be segregated from other 
income of the public agency ; (3) all such 
revenues should be held in trust for pay- 
ment of principal and interest on the 
bonds ; (4) the bonds should have a prior 
lien on project revenues ; (5) deposits of 
such revenues should be secured by Fed- 
eral bonds or other choice obligations; 
(6) sinking-fund provisions should be 
limited to choice types of bonds; (7) no 
free service to public agencies by the 
bonded project; (8) proper insurance; 
(9) clear title; (10) authority for the 
use of construction funds to be exer- 
cised only upon approval by qualified 
engineers. 


| igaeg Mr. Beebe suggested reve- 
nue bond safeguards to permit the 
expansion of a going utility project or 
the refinancing of an existing one. Sug- 
gestions under this head were: (1) new 


bonds for extensions or improvements 
should have a lien upon the revenues 
subordinate to the liens of outstanding 
bonds; (2) statutes should authorize 
one issue of revenue bonds to include 
bond extensions and improvements and 
the refunding of outstanding bonds; (3) 
refunding of bonds with the consent of 
a certain percentage of bondholders 
should be authorized ; (4) terms of orig- 
inal revenue bond issue should be sub- 
ject to modification with the consent of 
a percentage of the bondholders. Mr. 
Beebe concluded : 


I realize that in the foregoing outline of 
safeguards, I have probably omitted several 
which you here may think of. I have not 
attempted to outline many provisions which 
might appropriately be inserted in the bond 
proceedings or in the indenture or agree- 
ment pursuant to which bonds are issued. 

The statute should be flexible enough to 
permit the incorporation in the bond pro- 
ceedings of such safeguards as the purchas- 
ing syndicate may require. 

In closing, may I suggest that the opera- 
tion of the various controls should be care- 
fully watched and that information relating 
to their success or failure should be circu- 
lated among the members of this group. 


Mr. Beebe also stated that in the 
financing of small public enterprises, 
particularly well-established successful 
utilities, some of these safeguards may 
be unnecessary. 


PRIVATE vs. STATE ENTERPRISE. Address by 
Dr. Lionel D. Edie before 28th annual con- 
vention, Investment Bankers’ Association of 
America. Del Monte, Cal. October, 1939. 


CONFLICTING PHILOSOPHIES OF GOVERNMENT 
Topay. Address by Dr. Everett Dean Mar- 
tin before 28th annual convention, Invest- 
ment Bankers’ Association of America. Del 
Monte, Cal. October, 1939. 


INTELLIGENT CONTROL OF THE ISSUANCE OF 
REVENUE Bonns. Address by James Lynn 
Beebe before 28th annual convention, In- 
vestment Bankers’ Association of America. 
Del Monte, Cal. October, 1939. 





“WHEN the politicians essay the réle.of patent-medicine men, selling 
the nostrum of public ownership as a cure-all, they are bound to arouse 
Ce a 


SUSPICION. 
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The Proposed Divorce between Pipe Lines and 
Petroleum Production 3 


HE Temporary National Economic 
Committee, under the chairmanship 
of Senator Joseph C. O’Mahoney of 
Wyoming, has been going along in 
Washington with hearings on the gen- 
eral subject of monopoly and competi- 
tion as exemplified in various phases of 
American business. Recently these hear- 
ings took a turn which developed some 
testimony bearing on the subject of reg- 
ulating pipe lines as common carriers. 
The testimony had to do mostly with 
petroleum pipe lines which are under 
the broad but not very active jurisdiction 
of the Interstate Commerce Commis- 
sion. (Natural gas pipe lines, to the ex- 
tent that they operate in interstate com- 
merce, were, of course, brought under 
the jurisdiction of the Federal Power 
Commission with the enactment of the 
Natural Gas Act in 1937.) 

The most interesting problem posed 
by the witnesses before the O’Mahoney 
committee came from the so-called “in- 
dependent” refiners and distributors of 
petroleum products. They wanted Con- 
gress to pass a law which would require 
the big petroleum producers, which also 
operate their own pipe lines, to get rid 
of their corporate control over the lat- 
ter. In other words, the independents 
would like to have legislation that would 
divorce petroleum production from its 
transportation by pipe-line carriers, as 
far as corporate organization or control 
is concerned. 

The reason given by the smaller pe- 
troleum producers for such a request 
was that the big pipe-line companies keep 
the rates for transportation so high that 
smaller competitors are unable to use the 
pipe lines, thereby creating an economic 
situation which, they feel, results in an 
unfair advantage for the joint producers 
and transporters. 

The case for these larger groups was 
forcefully stated by the president of 
the Standard Oil Company of New 
Jersey, William Stamps Farish. He said 


that the construction and operation of a 
long-distance trunk line is an expensive 
business and further observed that it was 
probably for that reason that the small 
producers were unable to obtain the 
necessary capital to own their own trunk 
pipe lines. But, by the same token, he 
said, the larger producers can obtain a 
return on their investment even at the 
so-called high prices prevailing, only if 
the pipe lines are used at capacity or near 
capacity from the time they are built un- 
til the time when the fields that they 
drain fail, which automatically leaves the 
pipe line of little more than junk value. 


R. Farish went on to say that to do 
this naturally requires the codrdi- 
nated efforts of the production phase at 
one end of the pipe line and an efficient 
marketing organization at the other end. 
In other words, if these two organiza- 
tions were to be divorced, it would leave 
the pipe-line business, as such, at the 
mercy of unpredictable variations in sup- 
ply and demand. There would be few, if 
any, pipe lines that would attract sub- 
stantial investment under such circum- 
stances. 

The independents suggested an anal- 
ogy between the present pipe-line situa- 
tion and the railroad situation of the 
early years of the twentieth century, 
which led to enactment of Federal laws 
requiring railroads to divest themselves 
of control of production industries which 
must rely on railroad transportation to 
survive. The larger pipe-line operators 
counter with the distinction that rail- 
roads are by nature common carriers of 
all kinds of commerce and must serve 
all lines of industry. They must do this 
without the temptation to practice dis- 
crimination which might obtain if the 
railroads themselves were allowed to de- 
velop or retain any substantial financial 
interest in nonutility commercial activi- 
ty. The pipe lines, large producers say, 
are more or less the exclusive corollary 
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“WHEN YOU GET THROUGH WITH YOUR SOCIAL DUTIES, 
MAYBE YOU’D LET MY BUS PASS!” 


or “plant extension,” so to speak, of 
petroleum production. 


Discussing this controversy, The 
Wall Street Journal recently stated edi- 
torially : 


Before it reaches a conclusion on the de- 
mand for pipe-line segregation, the TNEC 
will have to clear its mind on two or three 
main points of controversy: (1) Has the 
so-called independent oil refiner recourse 
(to the ICC or a state commission) which 
is of practical use against oppressive or dis- 
criminatory pipe-line rates? (2) If his re- 
course on rates is not a real defense, can it 
be made so by legislation which does not re- 
quire a forced sale of hundreds of millions 
worth of property? (3) Is there reasonable 
certainty that independently owned pipe lines 
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could provide the required transport service 
at rates generally lower than those now 
charged ? 

The fact that pipe-line operation by the 
big integrated companies has shown a con- 
tinuous and apparently high return on in- 
vestment does not of itself prove that their 
charges are unreasonable or that the lines 
would be equally self-sustaining if they were 
broken off from integrated operation and 
compelled to subsist as isolated common 
carriers on rates fixed by public and neces- 
sarily political authority. The interest of the 
independent refiners face to face with the 
integrated majors, moreover, is not the only 
interest here involved. There is the great 
consumer interest in a petroleum industry 
of the highest efficiency, from which tens 
of millions of gasoline and oil users have 
to buy. 
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Bz it is exceedingly doubtful if the 
O’Mahoney committee will approve 
a recommendation for such a drastic di- 
vorce law against the pipe lines and the 
producers as the independent petroleum 
group appears to favor. The principal 
obstacle would be the obvious question 
as to whether active regulation might not 
solve the grievance of the independent 
producers, if they have any, rather than 
drastic legislation for mandatory indus- 
trial divorce. 

Some of the opinion testimony before 
the O’Mahoney committee by the inde- 
pendents pointed to the broad generality 
that pipe-line carriers cannot be effec- 
tively regulated by public authority. But 
there was little factual evidence to indi- 
cate that vigorous regulation in this field 
has even been seriously attempted. 

In view of the warning of the big 
producers and pipe-line operators that 
the segregation law would bring dire 
economic results in the field of pipe-line 
operation, it seems more probable that 
the O’Mahoney committee will explore 
the regulatory approach more carefully 
before deciding in favor of recommend- 
ing a bill for outright divorce. 

Even so, additional legislation may be 
necessary to make pipe-line regulation 
more effective. Incidentally, in the allied 
field of natural gas regulation the Fed- 
eral Power Commission does not seem 
to be greatly disturbed over the fact that 
most natural gas producers own and 
operate their own delivery service. Nor 
does this practice seem to be interfering 
with steps taken by the FPC to regulate 
natural gas pipe lines just as effectively 
and thoroughly as the FPC has been 
regulating interstate electric power ac- 
tivities. 

However, the fundamental issue 
raised here is an interesting one, even if 
it is of little more than academic con- 
cern in other utility fields. For example, 
few, if any, state laws forbid gas, elec- 
tric, telephone, or carriers other than 
railroads to engage in nonutility opera- 
tions. There is such a restrictive provi- 
sion in the Public Utility Holding Com- 
pany Act, but that, of course, applies 
only to holding companies and it has no 
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effect on the corporate powers of local 
operating companies. 


fb Rows has been some criticism from 
reform quarters about combined 
utility operations, especially with respect 
to gas and electric service in the same 
community, but no legislation along this 
line has actually been enacted. 

About the nearest approach to a re- 
striction of utility companies from en- 
gaging in nonutility activities was seen 
in the so-called “antimerchandising” agi- 
tation of a few years ago, which passed 
its peak and accomplished only two state 
laws actually forbidding utilities to sell 
appliances, one of which was subse- 
quently held unconstitutional. 

For all this apparent freedom of cor- 
porate action, operating utilities have 
generally kept to their own knitting. For 
the most part they have voluntarily 
limited their activities to purely public 
utility business in declarations contained 
in their respective articles of incorpora- 
tion. A few mining concerns or large 
manufacturing plants continue to oper- 
ate local side-line electric utility busi- 
nesses without corporate segregation. 
And in such cases the state commissions 
seem to regulate the utility aspects of 
these combination plants without any 
noteworthy difficulty. 

Of course, there are many combined 
utility operations and very important 
ones at that. Such was the inescapable 
effect of the historical evolution of our 
various utility forms. Many an electric 
utility company of today is the child of a 
transit parent or a gas parent and the 
parent and child continue to thrive under 
the same corporate form. Where utility 
activities have been the outgrowth of 
nonutility operations, however, the tend- 
ency has usually been for the parent 
industry to cut the child adrift as a sepa- 
rate corporate entity as soon as it became 
apparent that corporate weaning would 
be to the best advantage of both parent 
and child. It is probably because of this 
natural tendency that there has never 
been a serious enough problem along this 
line in the ordinary utility field to give 
rise to agitation for corporate divorce of 
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utility enterprise from nonutility com- 
f mercial activity. 

And this in turn suggests that the very 
pressing nature of that problem in the 
petroleum industry indicates by its very 
presence that petroleum production and 
petroleum transportation are comple- 
mentary phases of the same industrial 
operation, and that to separate them 


would, as one pipe-line operator sug- 
gested, be about as sensible as to require 
a large department store to get rid of its 
delivery service on the complaint of 
small retail competitors who could not 
afford such service of their own. 

—F. X. W. 


PIPELINES AND INDEPENDENTS. The Wall 
Street Journal. October 30, 1939. 





Notes on Recent Publications 


AmERICAN TEL. & Tet. By Horace Coon. 
Longmans-Green & Company, Inc. New 
York, N. Y. Price $3. November, 1939. 

The Bell telephone system has been called 
monopoly at its best. At any rate, few will 
deny that it is monopoly at its biggest and 
at its most effective. This situation, admit- 
ted by Bell champions, and justified on the 
ground that the very nature of telephone 
service demands a coordinated control, is in 
this volume subjected to an interesting but 
critical analysis. The author, Mr. Coon, 
does not confine himself to the findings or 
evidence brought out at the recent special 
telephone investigation by the FCC, but has 
drawn upon it largely. In short, it is a case 
history of the birth and growth of the 
American Telephone and Telegraph system, 
written in popular style. The author’s criti- 
cisms of Bell practice are relatively mild 
compared with other recent publications on 
this subject; but while recognizing the vir- 
tues of Bell efficiency and organization, Mr. 
Coon’s pronounced social consciousness is 
evident at all times. 

The temper of the book is best demon- 
strated by the following thought-provoking 
questions (page 14) : “Even though we have 
the cheapest telephone service in the world, 
could it be made cheaper? Even though it 
is the most efficient, could it be made to 
serve its subscribers better? Congress has 
said that the American people are entitled 
to know if they are being overcharged, even 
though they may be satisfied with the serv- 
ice. Would the public be served by a com- 
plete FCC regulation of the Bell system? 
Are long-distance rates too high? Should 
Western Electric be properly considered a 
public utility? Is such an enormous finan- 
cial power as the AT&T a threat to the 
public or to democratic institutions? These 
are questions which will not rest until they 
are answered. The public and the stock- 
holders have by no means heard the end 
of the discussion; it is probable that they 
have heard only the beginning.” 

Clearly, this is a volume which those con- 
nected with the telephone industry, as well 


as those interested in utility regulation gen- 
erally, will want to have and read. Spe- 
cifically, the book starts out by describing 
the extent of “the world’s biggest monop- 
oly,” and then traces its development from 
the struggles of Alexander Graham Bell 
through the early contest with the Western 
Union and the flourishing leadership of the 
late Theodore Vail. 

The chapter (XI, page 136) on the Bell 
system’s adventure with government owner- 
ship during the World War period is a par- 
ticularly worthy treatment in brief form of 
a phase of telephone history which has not 
received very much attention. The author 
points to the novel conclusion that the mild 
dose of government operation administered 
the telephone industry during the brief pe- 
riod of Post Office control in 1938 has had 
the virtual effect of an inoculation provid- 
ing the telephone utility with relative im- 
munity from public ownership agitation 
ever since. 

About the only forthright conclusion 
reached by the author is that trust busting 
is stupid and that efficient monopoly should 
be encouraged, subject to thorough regula- 
tion in the public interest. The book has a 
liberal bibliographical list and index. 


A. T.& T. By N. R. Danielian. The Vanguard 
Press. New York, N. Y. Price $3.75. 460 
pages. 

Despite the author’s protestation to the 
contrary, a reading of this book by one who 
is familiar with the background of the FCC 
special telephone investigation can hardly 
fail to give the impression that it is more or 
less of a “digest-rewrite” job in popular style 
of Commissioner Walker’s Proposed Re- 
port, with occasional excursions into the 
FCC special staff data to bring up some of 
the more sensational bits of anti-Bell evi- 
dence. Even as a restatement of the Walker 
report, Mr. Danielian’s effort is marred by 
an obtrusive class consciousness, which 
breaks out in the very opening sentence of 
the preface and reaches a rather bewildering 
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peak in the concluding chapter, which in- 
cludes the author’s reflections of political 
economics. (“Indeed I tremble for my coun- 
try when I reflect that God is just.”) Likely 
to prove a bit tiresome if you aren’t particu- 
larly enthusiastic about the sort of editorial 
fare one gets in The New Republic or The 
Nation. 

Aside from an industrious collection of 
gossip about the telephone industry’s past, 
Mr. Danielian’s sense of values will not im- 
press the discriminating reader. For example, 
he seems to think that the FCC special tele- 
phone investigation was the most exhaustive 
industrial probe ever completed by a Federal 
agency, apparently overlooking the fact that 
it was but a more expensive imitation of the 
8-year investigation of the electric utility in- 
dustry by the Federal Trade Commission, 
even to the extent of following up old FTC 
evidence leads and technique. His statement 
that the principal difference between the 
Walker report and the final FCC report re- 
lates to the Western Electric and legislative 
recommendations is another startling sample. 
There is much more of this. A little origi- 
nality of approach or development would 
have helped the book tremendously, but the 
author sticks pretty monotonously to the 
text. 


Farr RETURN ON A Fair Rate Base. Address 
by Dr. Joseph R. Rose at the 44th annual 


Pennsylvania Water 
Atlantic City, N. J. 


convention of the 
Works Association. 
October 20, 1939. 

A utility should have a fair chance to 
compete with other industries, according to 
Dr. Rose, who is assistant professor of 
transportation and public utilities at the 
University of Pennsylvania, and who be- 
lieves that “the real issue is the amount of 
operating revenues to be allowed.” This, 
he thinks, has been largely ignored in all the 
bickering over the rate base. Dr. Rose 
stated : 

“Utilities should be permitted to charge 
rates that will yield enough revenue to pay 
a return to capital and labor that is com- 
parable to such returns in unregulated in- 
dustries, with which the utilities compete for 
their supplies of capital and labor. The reg- 
ulatory authorities tacitly recognize that 
utilities must bid for labor in the open mar- 
ket, but on the return for capital they ig- 
nore this principle.” 

The speaker declared that “the rate base 
should be the undepreciated reproduction 
cost of a reasonably efficient plant.” He 
suggested that “the market value of the 
securities of an unregulated industry tends 
to approximate the reproduction cost. By 
finding the ratio between earnings and the 
market value of those securities we get a 
percentage, which figure may be used as the 
rate of return.” Dr. Rose said Pennsylvania 
regulation has been “arbitrary.” 


NOV. 23, 1939 


Property Recorps SysteMs. Report of 
Property Records Committee, Accounting 
Section, American Gas Association, 42) 
Lexington Avenue, New York, N. Y. 1939, 
Price, $2.50 single copies; $2 each for 1) 
copies ; $1.50 each for 20 or more copies, 

This volume is the outgrowth of an or. 
ganization meeting of the 1939 Property 
Records Committee of the American Gas 
Association, which was held in New York 
in November, 1938. At that time the ques. 
tion as to how the committee might render 
the greatest service to the industry was 
thoroughly discussed. It was unanimously 
agreed that the problem could be best han- 
dled if each committee member would pre- 
pare a complete summary of a plan for es- 
tablishing and maintaining a property rec- 
ords system. A uniform outline was agreed 
upon and the result was 12 different sug- 
gested property record systems. 

Because of the uniform outline followed, 
all 12 papers met on common ground, point 
for point, thereby enabling the reader to 
compare individual theories and opinions of 
the best informed and most widely experi- 
enced specializing executives of the gas in- 
dustry. Originally the committee planned 
only distribution of the condensed sum- 
mary of the papers submitted, but the wide 
divergence of opinion and the general orig- 
inality and excellence of various plans sub- 
mitted moved the committee to make all of 
them available in complete text in the form 
of a volume. 

There are also included, by way of ap- 
pendix, discussions on particular aspects of 
property records maintenance, and the im- 
portant problem of distinguishing between 
a continuing property unit and a retirement 
unit is given the thorough discussion it de- 
serves in all of the papers included in this 
report. Included among the authors of the 
12 plans were: 

N. C. Cushner (Consolidated Edison of 
New York); J. C. Cross (Hope Natural 
Gas); C. D. Meginnis (Philadelphia Gas 
Works); W. G. Pilgrim (Peoples Gas of 
Chicago) ; H. J. Perkner (Delaware Power 
& Light); H. L. Dalbeck (Cambridge Gas, 
Mass.); W. T. Bauer (Electro Advisers, 
Inc.); E. F. Wresell (Northern Indiana 
Public Service). 

In addition, papers on the maintenance of 
property records and plant accounting were 
written by J. A. Hausenbauer (Consolidated 
Edison) ; Stuart F. Kosters (Stone & Web- 
ster); and John L. Sunday (Philadelphia 
Electric Company). 

Altogether this volume should surely 
prove of much assistance to all accountants, 
engineers, consulting engineers, accounting 
firms, and other executives or professionals 
who have any responsible contact with the 
increasingly important problem of instal- 
ling or maintaining satisfactory property 
record systems. 2 
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The March of 
Events 


FPC Hits Predecessor 


ECLARING that a minor-part license issued 
D ten years ago was arbitrary, capricious, 
and contrary to law, the Federal Power Com- 
mission has ordered the Pacific Gas and Elec- 
tric Company to show cause by December 15, 
1939, why it should not on or before January 1, 
1940, apply for and accept a major license for 
Project No. 708 on the Stanislaus river in Cali- 
fornia near the Melones dam and reservoir. 
It was also ordered to show cause why pro- 
ceedings should not be instituted to determine 
whether such minor-part license should not 
be revoked, rescinded, or canceled. 

The commission order, among other things, 
stated that: 

“The action of the then commission fixing 
the horsepower capacity of the said project 
at 500 horsepower, issuing a minor-part license 
therefor, and authorizing transfer of such 
minor-part license, was arbitrary, capricious, 
without statutory or other authority, and con- 
trary to law,” and 

“The United States has thereby been de- 
prived, in part, of its reasonable annual charges 
justly attaching to the said project, and further, 
has been deprived of its right to recapture the 
said Project 708 pursuant to the provisions of 
law applicable to a major project license, and 
such right of recapture and other rights of the 
United States, incident to a major project 
license, are essential and necessary to the pub- 
lic interest,” and further states, “The licensee 
has violated the terms of said license by not 
clearing the reservoir as therein provided.” 

In addition the order stated that the com- 
mission on November 12, 1929, purported to 
issue a license for a “minor part of a com- 
plete project” to the Sierra & San Francisco 
Power Company on an arbitrary capacity 
basis of 500 horsepower, which waived various 
conditions required in major licenses, and con- 
tained a provision requiring the licensee to 
clear the reservoir serving the project. This 
license was later transferred to the Pacific 
Gas and Electric Company. 

Project 708, for which this minor-part 
license was issued, is in reality one complete 
unit of development consisting of the Melones 
dam, reservoir, conduit, tunnel, power house, 
and transmission lines, with a capacity in ex- 
‘ess of 2,000 horsepower on the basis of 
honthly flow and 11,000 horsepower on the 
basis of annual flow, the order stated. 
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SEC Rule Amended 


MENDMENT of Rule U-3D-12 of the Hold- 
ing Company Act to provide that no com- 
pany shall be exempt under its provisions after 
March 1, 1940, unless a statement containing 
certain specified information has been filed, 
was announced on November 9th by the Se- 
curities and Exchange Commission. The rule 
grants an exemption from all provisions of 
the act for all companies within a holding 
company system whose aggregate annual gross 
revenues from public utility operations do not 
exceed $350,000, and book value $1,000,000. 
TVA Power Rate Basis Reduced 
A NEw “yardstick” of power rates was re- 
cently established by the Tennessee Val- 
ley Authority as the result of relatively high 
earnings of its municipal distributors, David 
E. Lilienthal, power cen, announced. 

Mr. Lilienthal said the new rates, which con- 
stituted a reduction of 8 to 17 per cent, de- 
pending on the amount of power used, already 
had been in effect at Corinth, Miss., and vicin- 
ity since August Ist, and it was contemplated 
to extend the savings to 8 or 10 other com- 
munities immediately, and eventually to the 
340,000 users of TVA power after a “test” 
period. 

The TVA will continue to realize its rate 
from the communities. The municipal distrib- 
utors, however, will be induced to lower 
their rates to consumers of 50 kilowatt hours 
a month, where the returns indicate that the 
distributor can meet all charges under the 
contract and set aside the proper reserve for 
depreciation and contingencies. 

The Alcorn Electrical Membership Associa- 
tion in Alcorn county, Miss., which includes 
the town of Corinth, recently reduced its rate 
of 3 cents a kilowatt hour for the first 50 
hours to 23 cents. This was after it had dis- 
charged its debt and had on hand money which 
it could find no use for under its TVA con- 
tract, Mr. Lilienthal said. 

Mr. Lilienthal said the returns on invest- 
ments, less depreciation allowances, were as 
follows for several towns: Florence, Ala., 
23.6 per cent; Tupelo, Miss., 21.6 per cent; 
Tienton, Tenn., 18.7 per cent; Pulaski, Tenn., 
15.7 per cent; Dayton, Tenn., 12.4 per cent; 
and Bolivar, Tenn., 12.3 per cent. Other com- 
munities, he said, showed somewhat smaller 
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returns, but all were able to meet their 
charges. 

The scale of rates for residential service for 
the TVA area is: First 50 kilowatt hours, 3 
cents (and 23 cents where the reduction is put 
into effect) ; next 100 kilowatt hours, 2 cents; 
next 250, 1 cent ; next 1,000, 0.4 cents, and more 
than 1,400, 0.7 cents. Users in the TVA area 
average 1,600 kilowatt hours a year, against a 
— average of about 800, Mr. Lilienthal 
said. 


Bonneville Negotiating Contracts 


HE Bonneville administration recently an- 

nounced it was negotiating for contracts 
with 11 cities in Oregon and Washington, 9 
of which already have their distribution sys- 
tems. 

The 9 cities with distribution systems ready 
to take Bonneville power when transmission 
lines are built to them and contracts agreed 
upon, are Seattle, Tacoma, Centralia, and El- 
lensburg in Washington; and Eugene, Mc- 
Minnville, Forest Grove, Canby, and Milton 
in Oregon, officials said. - 

Two other cities interested in Bonneville 
power are Monmouth and Vernonia, both of 
which are considering purchase of private dis- 
tribution systems. Monmouth has offered 
Mountain States Power Company $37,761.30 
for its local system and the city council of 
Vernonia has indicated its desire to acquire 
Oregon Gas & Electric Company facilities. 

Contracts were reported being drawn for the 
Grays Harbor, Klickitat, and Wahkiakum 
county public utility districts in Washington 
and the Tillamook People’s Utility District in 
Oregon. Hood River and Wasco PUD’s also 
are hopeful of acquiring Bonneville power af- 
ter negotiating for purchase of Pacific Power 
& Light Company facilities, and the small 
Wickiup district in Clatsop county is inter- 
ested, Bonneville reported. 

Bonneville already has signed contracts to 
serve Cascade Locks, the Pacific county PUD, 
which has an agreement to buy power company 
facilities, and Skamania county PUD, in which 
purchase of the West Coast Power Company 
system has been delayed by injunction, as in 
the Grays Harbor district. 


National Defense Report 
Discussed 


RESIDENT Roosevelt’s advisory committee on 
power policy met last month and discussed 
the report of the National Defense Power 
Committee preliminary to submission of this 
phase of the national mobilization program to 
President Roosevelt. The report dealt with both 
the expansion of plant by private utilities and 
the linking of various strategic cities so that 
ample power facilities would be available in 
all cities in the event of a breakdown. 
The National Defense Power Committee re- 


NOV. 23, 1939 


port to the consolidated group stated that the 
private utility industry so far this year had 
placed orders for turbo-generators sufficient 
for an expansion of 1,500,000 kilowatts. The 
original program of the defense committee pro- 
vided for 1,000,000-kilowatt expansion. The 
orders are expected to be filled and the addj- 
tional capacity available over the next eighteen 
months. 

Members of the committee said that no great 
difference of opinion prevailed among the com- 
mittee on a national defense power program, 
The group selected Leland Olds, Federal 
Power Commission member, as vice chairman 
of the advisory committee which was believed 
to indicate that the power commission would 
have a great deal to do with the carrying 
forward of any power policy adopted by the 
President at the suggestion of the committee, 
Members of the committee stated that the 
whole basis of the plan presented for mobiliz- 
ing electric power was cooperation between 
the government and the private utility industry, 


FPC Orders Investigation 


HE Federal Power Commission, on its own 
motion, recently instituted an investigation 
of the Cities Service Gas Company for the 
purpose of enabling the commission to deter- 
mine whether any of the company’s rates or 
charges in connection with the transportation 
or sale of natural gas, subject to the jurisdic- 
tion of the commission, are unjust, unreason- 
able, unduly discriminatory, or preferential. 
At the same time the commission ordered 
that if, after a hearing has been held, the 
commission should find that any such rates or 
charges are unjust, unreasonable, unduly dis- 
criminatory or preferential, the commission 
shall determine and fix just and reasonable 
rates to be thereafter observed. 

On May 1, 1939, the commission was peti- 
tioned by the Missouri Public Service Com- 
mission to institute an investigation to deter- 
mine a fair and reasonable rate for natural gas 
sold by Cities Service Gas Company to 8 Mis- 
souri distributing companies for resale in 58 
Missouri communities. The petition stated that 
the uniform rate of 40 cents per thousand cubic 
feet charged by the company to these Mis- 
souri distributors was unjust, unreasonable, 
unduly discriminatory, and preferential. Ac- 
cording to the petition of the Missouri com- 
mission, an attempt to ascertain and determine 
what would constitute a fair and reasonable 
rate had been made, but these efforts were 
unsuccessful by reason of the interstate char- 
acter of the transportation and sale of natural — 
gas and the refusal of the Cities Service Gas 
Company to voluntarily furnish information 
and data that would enable the state commis- 
sion to determine a fair rate. : 

Distributing companies in Missouri, to which 
Cities Service Gas Company sells natural gas 
for resale at the 40-cent rate, are: Missouri 
Gas & Electric Service Company, Springfield 
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Gas & Electric Company, Carl Junction Gas 
Company, Citizens Gas Company, City Light 
& Traction Company, Kansas City Gas Com- 
pany, Interstate Gas Company, and Gas Serv- 
ice Company. 

The Federal Power Commission in order- 
ing the investigation found that “it is necessary 
and proper, in the public interest, and to aid 
in the enforcement of the provisions of the 
Natural Gas Act, that an investigation be in- 


stituted by the Federal Power Commission, 
on its own motion, into and concerning all 
rates, charges, or classifications demanded, ob- 
served, charged, or collected by the Cities Serv- 
ice Gas Company, in connection with any trans- 
portation or sale of natural gas, subject to 
the jurisdiction of the commission, and any 
rules, regulations, practices, or contracts, 
affecting such rates, charges, or classifica- 
tions.” 


California 


Power Distribution Studied 


Hye to draft new legislation to author- 
ize a means of financing distribution 
facilities for the marketing of Central valley 
power was reached at a meeting late last month 
of the committee appointed by Governor Cul- 
bert L. Olson. The committee was scheduled 
to meet this month with Frank Clark, state 
director of public works and chairman of the 
California Water Project Authority, to begin 
formulating the legislation. 

Whether the effort to pass a new measure, 
in lieu of the Pierovich revenue bond bill 
which was killed at the last session, at the 
special session or wait until the state legisla- 
ture convenes in January, 1941, will be left to 
the governor. 

Present plans for the Shasta dam power 
system merely provide for the transmission of 
the current, at a high voltage, to a plant near 
Concord and do not include distribution lines 
to transmit the power to various localities. 

Committee members said consideration also 


would have to be given to the governor’s pro- 
posal of a few months ago for the construc- 
tion of a steam stand-by plant. 


Bus Proposal on Ballot 


7s Los Angeles city council last month 
formally ordered on the December 12th 
special election ballot the initiative ordinance 
creating a municipally owned bus system. 

A report of the legislative committee was 
read proposing submission of an alternative 
plan which “eliminates objectionable features” 
of the initiative, according to Councilman Roy 
Hampton, committee chairman. 


Ventura Plant Defeated 


re ownership election results in 
Ventura on November 8th on the $1,- 
200,000 bond issue were recently reported as 
3 to 1 against construction of a power plant. 
A proposed charter amendment to allow reve- 
nue bonds also defeated by over 3 to 1. 


Florida 


Plant Fund Approved 


| gage application for a Reconstruc- 
tion Finance Corporation loan of $75,000 
for enlarging the municipal light and water 
plant was approved last month, councilmen 
— informed by Congressmen at Washing- 
on, 


During peak-load periods present engine 
capacity has been used day and night, with no 
reserve in case of a breakdown, it was said. 
The loan will be used to buy a third 600- 
horsepower Diesel engine, necessary switch- 
boards, and lightning arresters. The present 
building will be enlarged one-third in size, 
Gordon W. Ivey, plant superintendent, said. 


Indiana 


City Forbidden to Invest 
Money 


Mc from the depreciation reserve fund 
of municipally owned utilities must be 
kept in a public depository and may not legally 

invested in securities, bonds, loans, or other 
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investments, Judge John W. Macy ruled in 
Randolph Circuit Court on October 26th. 
His decision was made on a declaratory 
judgment brought by R. G. Leeds, of Rich- 
mond, against the Richmond city council and 
City Treasurer Earl Freeman. The case was 
venued to Winchester from Richmond. 
Leeds’ suit was the result of action by the 
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city of Richmond last fall in authorizing the 
sale of government bonds in the depreciation 
reserve fund of the municipal electric light 


plant to buy civil city bonds for construc. 
tion of a gymnasium-auditorium for the high 
school. 


Iowa 


Ruling Affects Appliances 


eee Attorney General Fred Everett’s of- 
fice on November 3rd ruled that the mer- 
chandise stock, such as gas and electrical ap- 
pliances, sold by public utilities should be as- 


sessed for taxation purposes by local assessors, 

The opinion by John Mulroney, assistant 
attorney general, said such merchandise does 
not come within the realm of public utility 
property assessments the state tax commis- 
sion is authorized to make. 


Michigan 


Gas Rate Change Asked 


A REQUEST that the Michigan Consolidated 
Gas Company immediately abolish the 
minimum payment plan of the Detroit gas 
rate schedule was made recently by Mayor 
Reading in a letter to William G. Woolfolk, 
gas company president. 

Under this plan, Reading stated in his let- 
ter, small gas users in the Detroit area are 
paying, in excess charges, approximately $1,- 
500,000 a year. He pointed out that the mini- 
mum payment plan was to continue only dur- 


ing the “development period” following the 
introduction in Detroit of natural gas some 
time ago. 

A hearing on the Detroit gas rate schedule 
is under way in Lansing and is expected to 
continue for several months. When the hear- 
ing started, city attorneys asked the state pub- 
lic service commission to abolish the minimum 
payment plan pending the hearing on the gen- 
eral rate schedule. In his recent letter, Read- 
ing said that if the gas company complied with 
this request, it would be “a fair thing and a 
gesture of good will.” 


Missouri 


Gas Collections Impounded 


HE Laclede Gas Light Company of St. 

Louis on November Ist was ordered by 
Circuit Judge Nike G. Sevier to impound with 
the court, on motion of the city, $49,008, repre- 
senting gas collections last July and August 
in excess of rates fixed in a 1934 valuation 
case. This sum was to be added to $1,424,861 
impounded previously in the litigation over a 
6 per cent rate reduction. 


The city is seeking to have the entire amount 
restored to gas users, while the company is 
trying to obtain all of the fund. Judge Sevier 
took under advisement, after a hearing, another 
motion by the city to strike from the com- 
pany’s petition for restoration to it of the fund 
several statements involving interpretation of 
state public service commission and supreme 
court rulings. 

The rate reduction is no longer in contro- 
versy, a new schedule having been approved. 


Nebraska 


Hydros Apply to RFC 


1 gers public hydroelectric projects 
recently renewed efforts to buy private 
power facilities. The Platte Valley Public 
Power and Irrigation District applied for a 
$6,000,000 Reconstruction Finance Corporation 
loan, President Horace Cary announced last 
month at Columbus, to purchase parts of five 
private firms, 


NOV. 23, 1939 


An RFC engineer already has investigated | 
the proposed sites and the corporation was 
reported to be studying the proposal. 

R. O. Canaday, secretary of the Central 
Nebraska Public Power and Irrigation Dis- 
trict, said that Tri-County was considering 4 
similar effort but planned no action until the 
proposal had been discussed with municipali- 
ties in the Tri-County area. : 

Coordinated with the Platte valley appli- 
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cation, Cary said, would be an RFC application 
by the Middle Loup’ Public Power and Irri- 
gation District of Loup City. 

Cary said his district was seeking to buy all 
or part of the North Platte division of the 
Northwestern Public Service Company; the 
Central Power Company of Grand Island; the 
part of the Western Public Service Company 
of Scottsbluff not connected financially with 
reclamation service projects; the Gothenburg 
Light & Power Company, and the Nebraska 
Light & Power Company of McCook. Negoti- 
ations were based on the $6,000,000 figure. 

R. H. Willis, chief of the state irrigation 
bureau, Gn October 30th announced that the 
canal of the Platte Valley Public Power Dis- 
trict at the Keystone diversion dam on the 
North Platte river had been closed. A short 
time before the bureau authorized the district 


to take 500 second feet of water from the 
Platte to raise the level of their supply reser- 
voir at Sutherland in order to get water into 
their regulating reservoir so their power plant 
could be operated. 

Willis said that while the flow of the river 
was 1,500 second feet, there still was not 
enough water to take care of the needs of 
irrigation districts and companies that hold 
priority rights over the Platte Valley district. 
During the few days water was diverted, 2,700 
acre-feet were delivered to the Sutherland 
reservoir but it was not sufficient to permit 
them to operate their power plant. Willis said 
they would not be able to divert any more 
water to the district until the needs of irri- 
gators were fulfilled, which, he said, would 
probably not be until cold weather prevented 
flooding of land. 


New Jersey 


Rate Cut Announced 


cir in electric rates by the Public 
Service Electric & Gas Company, effective 
January Ist, next, were announced recently 
by Harry Bacharach, president of the state 
board of public utility commissioners, who 
said the reductions would total $1,100,700 
annually, 

The reductions were said to be the result of 
negotiations with the Public Service Company 
which were started by the state board early 


this summer. It was announced from the state 
utility board office at Trenton that a revised 
schedule of these reductions would be sub- 
mitted for approval soon and would become 
effective on January Ist with bills rendered 
for metered current by the company in regular 
course after that date, covering consumption 
from December, 1939, meter readings. 

In the revised schedule, reductions will be 
made in the domestic, commercial, and street 
lighting rates, according to the commission 
announcement. 


New York 


Demand Charge for Gas Ended 


fan state public service commission re- 
cently announced that it had ordered all 
gas corporations in New York state to elimi- 
nate all demand charges from their rate 
schedules which do not make gas available 
without additional charge. The gas companies 
were directed by the commission’s orders to 
temove such provisions from their tariffs by 
next February Ist. 

The commission by a 4-to-1 vote determined 
that the levying of a demand charge for gas 
where the demand charge does not make gas 
available without additional charges, is il- 


legal. Chairman Milo R. Maltbie and Com- 
missioners George R. Lunn, Neal Brewster, 
and Maurice C. Burritt voted for this finding, 
with Commissioner George R. Van Namee 
dissenting. 

A demand charge is based on the capacity 
of the gas burner and is paid whenever the 
burner is employed, regardless of the amount 
of gas used. In addition to this basic demand 
charge, the consumer pays the commodity rate 
for the volume of gas used. Where there is 
no demand charge, the consumer pays the full 
commodity rate, but where a demand charge 
is paid, the commodity rate is much smaller 
and is fixed according to formula. 


2 
Ohio 
reasons” for the approval of its plan of inte- 
gration in keeping with the Public Utility 
Holding Company Act of 1935, the state utili- 
ties commission on November Ist filed with 
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Files Supplemental Brief 


ONTENDING that the Columbia Gas & Elec- 
tric Corporation “has offered no valid 
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the Securities and Exchange Commission at 
Washington a supplemental brief urging the 
inclusion of all of the company’s holdings. 

The state commission’s original brief, filed 
last May, merely indicated the commission’s 
policy and its interest in the supply and rates 
of natural gas for consumption in Ohio. 

The supplemental brief attacked the Colum- 
bia plan, which excluded approximately 17 per 
cent of its holdings, with the contention that 
the matter of integration or the elimination 
of intermediate holding companies cannot be 
settled definitely until the utility presents to 
the SEC a plan which makes no exception in 
the listing of its holdings. 

The excluded companies classified in two 
groups, including the Texas Pipe Line com- 
panies and the Kentucky company, were left 


out of Columbia’s plan on the grounds that 
practical reasons made it desirable for the sys. 
tem to bring itself into compliance with the 
Holding ‘Company Act as well as because of 
pending litigation involving the excluded com- 
panies. 

Referring to the utilities’ claim of pending 
litigation as setting up a legal barrier preclud- 
ing their inclusion in the plan, the brief ques- 
tioned the method by which intervening parties 
could present adequately the claims and in- 
terest of those whom they represent, [It 
pointed out further that in Toledo and Cin. 
cinnati the cities were served with gas from 
excluded companies and that approval of the 
present plan “would settle nothing as far as 
those cities are concerned, on any question of 
the supply of gas or the price to be paid.” 


Re 
Oklahoma 


Governor Demands Payment 


HE state and the Grand River Dam Au- 

thority remained far apart, it was re- 
ported recently, in the dispute over payment 
of the cost of rerouting highways in the dam 
area, as Governor Phillips declared the au- 
thority’s latest offer “doesn’t even reach the 
level of respectable nonsense.” 

As a counter proposal, Ray McNaughton, 
chairman of the authority’s board of directors, 
proposed that the state pay the authority 
$165,458. His claim was based on the con- 
tention the authority constructed a bridge 
near Grove costing $368,083, while road 
damage would amount only to $203,625. The 
authority claims an agreement with the old 
highway commission under which damage to 
be caused by inundation of roads would be 
offset through construction of the bridge. 

Governor Phillips and the state highway 
commission were demanding that the authority 
pay the state $869,736 as its share of the cost 
of rerouting highways. 

W. R. Holway, chief engineer of the Grand 
River Dam Authority, had previously warned 
authority members that manufacture of power 
might be delayed until 1941 unless land needed 


for the reservoir basin was obtained soon. 
Holway said the main dam could be completed 
by February Ist. He suggested an immediate 
increase in land-buying personnel. 

General Manager R. V. L. Wright of the 
GRDA on October 31st confirmed reports of 
negotiations between the authority and the 
Public Service Company of Oklahoma rela- 
tive to sale of power produced at the $20,- 
000,000 hydroelectric project. Wright also de- 
clared the dam could “produce sufficient power 
to supply all the needs of the city of Tulsa 
and have some left over.” His statement came 
as a reply to one by Governor Phillips, who 
had said that “most people lose sight of the 
fact that Grand river dam won’t even produce 
sufficient power for the city of Tulsa.” 

Wright said Tulsa’s peak load was 37,000 
kilowatts, while the dam’s peak production 
would be 60,000 kilowatts. He said that among 
ways to dispose of power were: 

Construction of transmission lines in eastern 
Oklahoma in direct competition with existing 
utilities; sale of power to a few of the larger 
cities and towns in the GRDA area, or sale of 
part of the power to existing utilities under 
an agreement that utilities would pass on bene- 
fits of cheaper electricity to consumers. 


Oregon 


Discuss Dam Power 


a problem of getting Bonneville power 
to the consumer with the least possible 
delay was discussed at a conference at Salem 
last month, attended by Governor Charles A. 
Sprague, Franklin T. Griffith, president of the 
Portland General Electric Company, and Or- 
mond R. Bean, state utilities commissioner. 
Governor Sprague said his principal interest 
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in the conference was “to determine when the 
people would be able to get Bonneville 
power.” 

Griffith told Governor Sprague that the 
Portland General Electric Company had made 
every effort to sign a contract with the Fed- 
eral government so that the company might re- 
tail some of the power. Griffith continued: 

“We are ready to go as soon as we can enter 
into a contract with the government. We have 
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been negotiating ever since the Bonneville 
project got under way, but we have not been 
successful. We would be able to retail the 
power cheaply as soon as we get it.” 
Commissioner Bean refused to comment on 
the conference. He referred, however, to a 


recent statement issued by his department 
showing that the average charge for domestic 
energy in Oregon was reduced during 1938 
from 2.85 cents to 2.73 cents a kilowatt hour. 
Bean said this rate was “one of the lowest in 
the United States.” 


Pennsylvania 


Gas Rate Slash Set 


Ts average gas consumer of Philadelphia 
will get a reduction of about 12 cents in 
his monthly bill on January Ist, it was indi- 
cated recently. The gas commission will order 
a cut of at least 5 cents per thousand cubic 
feet in the rate charged the city’s 450,000 do- 
mestic consumers at its meeting late this 
month, it was reported. 

The reduction, in line with the promise of 
Chairman George Maxman after last month’s 


meeting—when the rate for gas used in heat- 
ing homes was cut—would apply to the first 
5,000 feet consumed, it was understood. Thus, 
where the present rate is 90 cents per thousand 
for the first 2,000 cubic feet, the new rate 
would be 85 cents. For the next 3,000, the 
present rate of 85 cents would be cut to 80 
per thousand. 

The commission was understood to be plan- 
ning to assess a blanket minimum charge of 
75 cents a month. No such minimum is now 
in effect. 


Utah 


Municipal Officials Organize 


RGANIZATION of the Utah Municipal Power 
and Light Association, composed of 
representatives of municipalities “owning, or 
interested in owning their own power plants,” 
was effected October 27th by twenty-four offi- 
cials from various Utah cities and towns at 
a meeting at Murray. 
J. Clifford Hansen, Murray city commis- 
sioner, was elected president. 


Plant Elections Break Even 


v= of Ogden on November 8th turned 
down, by a vote of 9,507 to 5,780, a pro- 
posal to construct a municipally owned elec- 
tric plant. Ogden is served by the Utah Power 


& Light Company, a subsidiary of Electric 
Power & Light Company, which in turn is a 
unit in the Electric Bond and Share system. 

In Provo, however, the Utah Power & 
Light Company was denied a 10-year fran- 
chise extension, and the voters refused to 
reverse ordinances passed in October, 1936, 
under which $850,000 revenue bonds were ap- 
proved to construct a municipal plant. This 
plant, for which a PWA grant was obtained 
some months ago, has been partially built. 

The proposition in Ogden called for a $3,- 
500,000 bond issue, proceeds from which 
would have gone toward construction of a 
municipal power plant and distribution sys- 
tem. It was the third time within fourteen 
months that the citizens of Ogden had turned 
down municipal utility ownership. 


Wisconsin 


Commercial Rates Cut 


A REDUCTION of $126,300 a year in commer- 
4 cial electric rates of the Wisconsin Elec- 
tric Power Company, Milwaukee, effective 
after November meter readings, was an- 
nounced on October 28th by the commission. 

The reduction was negotiated, the state com- 
mission said, after the commission’s research 
epartment pointed out that reports of the 
utility indicated earnings in excess of the 6 
per cent maximum return allowed by law. 
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At a conference recently, the commission 
added, company officials offered to take a re- 
duction of $126,300. 

The commission approved the cut with the 
understanding that as soon as an audit of the 
utility’s 1939 operations had been made 
further negotiations looking toward additional 
reductions would be undertaken. 

All but $3,380 of the reduction went to 
stores, offices, and other commercial users of 
electricity. The $3,380 will be a reduction to 
state departments and municipalities. 
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The Latest 
Utility Rulings 


Coal, Labor, and Railroad Interests Not 
Protected against Natural Gas Invasion 


HE duty of the Federal Power Com- 

mission is to safeguard the con- 
venience and necessity of the public as 
it may be affected by proposed extensions 
or construction of facilities for trans- 
portation of natural gas to markets in 
which natural gas is already being served 
by another natural gas company. For this 
reason, in the opinion of the commission, 
coal, labor, and railroad interests can- 
not require the commission to consider 
the adverse effect upon their interests of 
the authorization of proposed natural gas 
pipe lines. The Natural Gas Act, says the 
commission, does not give it unlimited 
jurisdiction over all proposed construc- 
tion of natural gas facilities, and Con- 
gress did not intend the commission 
generally to weigh the broad social and 
economic effect of the use of various 
fuels. 

This ruling was made on applications 
by two natural gas companies for author- 
ity to extend pipe lines to serve new 
territory. The necessity for the service 
was recognized by the commission, but 
the applications were held in abeyance 
in order to permit the applicants to show 
that they would be financially able to 
carry out their enterprises. The commis- 
sion said: 

We believe that applicants for certificates 
of convenience and necessity should show 
that they possess adequate financial re- 
sources with which to construct the facilities 
for which certificates are sought. Other reg- 
ulatory commissions have denied applications 
for certificates where the applicants have 
been unable to show adequate financial re- 
sources. Re Niagara River & E. R. Co. 
(N. Y.) P.U.R. 1917A, 278; Re Buffalo Jit- 
ney Owners Asso. (N. Y.) P.U.R. 1923C, 
645; Re Wyoming-Montana Pipe Line Co. 


(Wyo.) P.U.R. 1931B, 63; see also Re Car- 
ver (Colo.) P.U.R. 1923B, 242. When we 
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consider that one effect of the issuance of a 
certificate to construct and operate facilities 
to and in a given area is to preclude from 
that territory other construction or operation 
except under a certificate issued by us, the 
necessity that the present applicants be finan- 
cially able to consummate their proposed 
construction becomes the more apparent. 

The applicants had stated their inten- 
tion to rely for their finances entirely 
upon the successful disposition of appli- 
cations each had filed with the Recon- 
struction Finance Corporation because 
the projects were of such magnitude that 
the ordinary financial channels were 
closed ; that the sale of securities to the 
general public in customary fashion was 
impossible for this type of project. The 
commission did not pass comment upon 
this latter contention other than to note 
that the companies had not seriously 
made any attempt to finance through such 
channels. 

Neither applicant had submitted any 
firm commitment from the Reconstruc- 
tion Finance Corporation that that or- 
ganization would loan the necessary 
funds. The record was silent upon the 
subject of the terms, conditions, type of 
securities, method of repayment, amount, 
and other details of any financing pro- 
gram. 

Under these circumstances the com- 
mission declared that it could justifiably 
deny the applications, and certainly it 
could not authorize the issuance of un- 
conditional certificates or, without assur- 
ance on this vital point, make a finding 
that the present or future public con- 
venience and necessity required or would 
require the construction and operation 
of the proposed facilities. Re Kansas Pipe 
Line & Gas Co. et al. (Docket Nos. 
G-106, G-119, Opinion’ No. 39). 
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Regulatory Power over Service Abandonment Supersedes 
Bankruptcy Court Jurisdiction 


HE United States Supreme Court on 

November 6th decided in favor of 
the Massachusetts Department of Pub- 
lic Utilities a controversy over jurisdic- 
tion which a Federal bankruptcy court 
had attempted to exercise. The question 
was whether the bankruptcy court has 
authority to direct a utility company in 
receivership to discontinue the rendition 
of an unprofitable branch of its public 
service without consent of state regu- 
latory authorities. 

The decision resulted from an attempt 
by the New York, New Haven and Hart- 
ford Railroad Company (of which 
Palmer and others are the trustees in 
bankruptcy) to abandon 88 unprofitable 
passenger stations. The trustees origi- 
nally made their request to the Massa- 
chusetts Department of Public Utilities 
in December, 1937 (two years after they 
had filed with the Federal court a peti- 
tion for reorganization under § 77 of the 
United States Bankruptcy Act). While 
the matter was still pending before the 
Massachusetts board, the creditors of the 


railroad asked the Federal bankruptcy 
court to direct the trustees to discontinue 
these stations in order to avoid the wast- 
ing of assets through unprofitable oper- 
ations. The district judge of the Federal 
bankruptcy court took the view that he 
was authorized under § 77 of the Bank- 
ruptcy Act to enter such an order and 
proceeded to do so. Whereupon, the state 
of Massachusetts successfully appealed 
to the United States Circuit Court on 
the grounds that the district judge had 
exceeded his jurisdiction. The trustees 
appealed from this decision. 

The Supreme Court’s opinion by Mr. 
Justice Frankfurter, affirming the cir- 
cuit court, is to the general effect that 
where Federal bankruptcy law “inter- 
sects the regulatory systems of the 
states,” the latter power is paramount be- 
cause it involves the public interest as 
distinguished from the creditor and 
debtor interest for which the bankruptcy 
courts are solely responsible. Palmer et 
al. v. The Commonwealth of Massa- 
chusetts. 


Federal Power Commission Asserts Retroactive Jurisdiction 
Over Long-established Power Site 


HE Federal Power Commission on 

November 3rd ordered the Penn- 
sylvania Water & Power Company to 
obtain a license for its Holtwood project 
(a dam and power plant on the Susque- 
hanna river at Holtwood, Pa.), although 
it was constructed prior to the enactment 
of the original Federal Water Power 
Act in 1920. The commission’s action 
was based upon the finding that the Sus- 
quehanna river is a navigable stream and 
that the Holtwood plant was constructed 
without any permit or valid preéxisting 
right-of-way granted before 1920. 

The commission further found that 
“this project was constructed between 
1905-09 without affirmative consent of 
Congress.” The commission’s conclu- 
sion was as follows: 
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The 32-mile stretch of the Susquehanna 
river below the Safe Harbor dam is navi- 
gable water within the meaning of §3(8) 
of the Federal Power Act, and the Holt- 
wood project is located across, along, and 
in navigable water of the United States. 
The maintenance and operation of the proj- 
ect without a license is in violation of 
§ 23(b) of the act. The respondent should, 
therefore, be required to apply for and ob- 
tain a license pursuant to the act and the 
commission’s rules and regulations. 


The opinion resulted from an investi- 
gation started by the FPC about two 
years ago, looking to the extension of 
Federal jurisdiction over hydroelectric 
plants constructed before 1920, when the 
commission was established by the first 
Féderal Water Power Act. Jn Re Penn- 
sylvania Water & Power Co., Docket 
No. IT-5524, Opinion No. 40. 
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Managerial Discretion As to Expenses 


— a court nor a commission 
can substitute its judgment for that 
of the officers of a utility company. Af- 
ter announcing this rule in a telephone 
rate case, the Minnesota commission 
continued : 


In the absence of a showing that the man- 
agement has been extravagant, improvident, 


or wasteful in the operation of the plant, 
it is considered that the commission may 
not ignore actual expenses. Even if such a 
showing could be made in this case, and 
several hundred dollars deducted from the 
operating expenses, the net income would 
still be short of paying a reasonable return 
upon the fair value of the property. 


Re Hendrum Telephone Co. (M-2466). 


e 
Right to Alter Service Area 


HE Colorado commission, in ap- 

proving service under the terms of 
stipulations entered into between a water 
company and an applicant for service 
after the initiation of proceedings, dis- 
cussed the question of what territory a 
water company was required to serve. 
The company under investigation had 
filed a rate schedule providing that terri- 
tory supplied by the company was what 
is generally known as Cheyenne Cafion 
and Ivywild, a suburban district to the 
south and adjacent to the city of Colo- 
rado Springs. 

The commission said this provision, 
which is general and indefinite, was in- 
tended to prescribe the territory that the 
utility concerned undertook to serve, and 
impliedly represented that the company 


e 


had provided, or would provide, the nec- 
essary facilities to serve that territory. 
The commission continued : 


If it is impossible or impracticable to 
secure the necessary facilities, then the 
company, at the time of filing, or subse- 
quently, if it determines that it is unable 
to supply the demand which has developed, 
should limit its territories in accordance 
with its ability to serve. The right of an 
established utility (and respondent was 
serving prior to enactment of Public Utili- 
ties Act), to decrease or increase its terri- 
tory would be a matter for the commission 
to determine, after investigation, upon fil- 
ing of a proper application for that pur- 
pose. 


Three Eagles Co. v. Brookside Water 
Co. (Case Nos. 4752, 4753, Decision No. 
13901). 


Wholesale Rates to Rural Cooperatives Not 
Discriminatory 


A COMPLAINT by a wholesale customer 
of an electric company alleging 
discrimination against him and in favor 
of rural codperative associations was dis- 
missed by the Pennsylvania commission 
on the ground that differences in the 
types of service justified different rates. 

The rate schedule available to rural 
cooperative, nonprofit associations was 
applicable only to associations taking 
their entire requirements from the utility 
company. It applied separately to each 
point of delivery. All customers of the 
cooperatives were rural. Codperatives 
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availing themselves of this rate were 
required to install all fuses, disconnect- 
ing switches, transformers, and other ap- 
paratus at the point of connection. 

On the other hand, the energy fur- 
nished to the wholesale customer was de- 
livered at five delivery points. His meter 
readings were totaled, combining energy 
in one total amount and demands in one 
total amount, and charges were computed 
as if energy were delivered at one point. 
Distribution to the public was through 
ten incorporated utilities and an indi- 
vidual company, all owned and con- 
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trolled by the wholesale power customer. 
A part of the ultimate customers were 
rural, while others were not. Service of 
the power customer was taken at the 
utility’s line voltage and no transform- 
ing or switching facilities except meters 
were required, with one exception. 
Minimum demands and maximum de- 
mands at the five points of delivery were 
found not to be coincident. 

There were held to be basic differences 
in the type of service, and, as the public 
utility commission declared in the fol- 
lowing statement : 


. . . the conclusion is inescapable that the 
character of service rendered the com- 
plainant at the five points of delivery and 
the class of consumers served by him through 
his wholly owned 11 electric utilities are 
dissimilar to the character of service and 
class of consumers of the codperative asso- 
ciation—first, upon the class and type of 
consumers served; second, with respect to 
the requirement of the codperative’s pro- 
viding its own transforming and appurtenant 
equipment; and third, with respect to the 
question of minimum and maximum demand 
imposed upon respondent’s system. 


Carpenter v. Pennsylvania Electric Co. 
(Complaint Docket No. 12557). 


e 
Scope of Proceeding Limited by Application 


boy Montana commission held that 
it has no authority to grant any 
right other than prayed for in an applica- 
tion for a certificate of public conven- 
ience and necessity to operate as a 
motor carrier. It was pointed out that the 
statute definitely sets forth what an ap- 
plication must contain and requires that 
notice be given to motor carriers and 
other parties of a hearing on such an 
application. 
The commission said: 
Persons receiving the notice of such hear- 
ing are entitled to know just what rights 


the applicant requests, and in our opinion 
we would violate § 3847.11 R.C.M. 1935 if 


we were to consider and grant rights not 
asked for by the applicant in his application 
filed with us. It must at all times be remem- 
bered that this board is merely an adminis- 
trative agency and thus we must administer 
the statutes relating to motor carriers as 
given us by the Montana legislature. 


The application in this case was de- 
nied on the ground that the applicant had 
failed to show where the present trans- 
portation service was inadequate or that 
he could render the public greater con- 
venience and service than was being ren- 
dered by existing transportation agen- 
cies. Re Cosens (Docket No. 3021, Re- 
port and Order No. 109). 


e 


Summary of Reproduction Cost Estimate 
Excluded As Hearsay 


N cases as serious as rate cases, evi- 

dence before it is admitted should be 
at least competent, and where a docu- 
ment is introduced the parties should 
have the right to cross-examine its au- 
thors. On this ground the Montana com- 
mission held that a summary of repro- 
duction cost in a valuation proceeding 
for rate-making purposes should not be 
considered, since it was “nothing more 
than hearsay.” 

The general rule was stated that all 
evidence is called hearsay when its pro- 


715 


bative force depends in whole or in part 
on the competency and credibility of 
some person other than the witness by 
whom it is sought to produce it. Here 
neither the parties nor the commission 
had the engineers of the appraisal firm 
to cross-examine as to the facts upon 
which their summary was based. 

Other important questions considered 
by the commission related to depreciation, 
working capital, intangibles, and notice 
of rate proceedings. An objection to the 
adequacy of the notice to the utility 
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was overruled, the commission stating: 


What constitutes reasonable notice to the 
public and the utility before a hearing in our 
Opinion is discretionary with the commis- 
sion, provided, however, that notice is at 
least given in strict conformity to the 
statutes. ... 

A notice of public hearing on utility rates 
should apprize the public and the utility as 
to what is in issue. However, such a notice 
in our opinion is not governed by the tech- 
nical rules of pleading... . 

The utility concerned here has been en- 
gaged in various rate hearings and it is 
significant that it is the utility who is com- 
plaining about the notice rather than mem- 
bers of the public who are not generally 
engaged in rate hearings as is this particular 
utility. Certainly this utility and its counsel 
should know what evidence to present at a 
rate hearing under such a notice as given 
in this case. We do not believe that a notice 
of a public hearing concerning rates should 
contain views of the commission as to what 
evidence the utility or the public should 
offer relative to the reasonableness or un- 
reasonableness of rates. 


Franchises, it was held, should not be 
considered in arriving at the rate base. 
Intangibles involving preliminary and 
organization expense relating to the or- 
ganization and establishment of the util- 
ity, it was said, should not be capitalized 
or carried into the rate base, although 


e 


they might be properly amortized ove 
a period of years as an expense item, 4 
proper amount of working capital wa 
held to be approximately one-eighth oj 
the annual operating expenses of th 
utility. 

The percentage allowance for depre. 
ciation, in the opinion of the commission, 
must be determined upon the actual vale 
of the property of the utility and not upon 
its original cost or’gross revenues, and 
depreciation should always be considered 
in determining the value of the utility's 
property for rate-making purposes. Qn 
the question of depreciation, the com- 
mission continued: 

.. . the utility is using a part of its de. 
preciation money for constructing additions 
to its plant. The fallacy of this procedure 
is self-apparent. If a utility is entitled to 
procure from the ratepayers the money 
with which to construct its plant or additions 
to the same, it would follow that, since the 
ratepayers are contributing capital to the en- 
terprise, they have an equitable interest 
in the utility and hence the situation is 
analogous to a cooperative enterprise. Such 
is not the intention of the law relating toa 
utility such as we have here. 


Re Montana - Dakota Utilities Co. 


(Docket Nos. 3065-3067, Report ani 
Order No. 1749). 


Responsibility for Fire Hydrant Service 


HE Montana commission ordered 

the installation of a water main and 
additional fire hydrants where the evi- 
dence showed that a utility was not pro- 
viding sufficient size mains for fire pro- 
tection. The commission expressed the 
belief that the utility, in holding itself 
out to serve water in case of fire, thereby 
obligated itself to install and maintain 
proper size mains to carry a sufficient 
supply of water in case of fire. 


e 


There was some controversy as to 
whether or not the utility or the fire de- 
partment should maintain fire hydrants 
installed and owned by the fire depart- 
ment. The commission was of the opin- 
ion that the fire department was fully and 
alone responsible for any damage that 
might accrue to these hydrants by third 
parties. Re Gardiner Electric Light & 
Water Co. (Docket No. 3058, Report and 
Order No. 1748). 


Return Dependent on Adequate Service 


HE Missouri commission, in order- 
ing an improvement of telephone 
service and the improvement of public 


relations between the utility owner and 
the public, said that under the law the 
operator of a public utility takes upon 
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himself the obligation of serving the pub- 
lic convenience and necessity by the fur- 
nishing of service commensurate with the 
needs of that community. The commis- 
sion continued : 

The law requires if he does so he is en- 


titled to a reasonable return on the fair 
value of the property used in furnishing 


e 


that service. On the other hand, if he does 
not serve the public convenience and neces- 
sity he is not entitled to a return on the 
value of the property used because it is not 
devoted to the use of the public in con- 
formity with the spirit of the law govern- 
ing such matters. 


City of Laclede v. Laclede Telephone Co. 
(Case No. 9754). 


Reduction in Water Rates Ordered 


g Ro Montana commission held that 
rates for water service should be 
reduced where the utility was earning 
10.36 per cent, which the commission 
considered excessive. Rates were estab- 
lished to provide a return of about 6 
per cent upon the present value of the 
property, the commission stating: 

We have heretofore held that a utility is 


entitled to earn a fair and reasonable re- 
turn on the present value of its prop- 


erty used and useful in the public service. 


Construction and installation of a 
water storage tank was also ordered. The 
commission said that it must always be 
remembered that a utility obligates itself 
to render to its patrons good and reason- 
able service because of rates charged its 
patrons for such service. Re Scott Water 
Plant (Docket No. 3057, Report and 
Order No. 1747). 


e 


Minimum Rates for Motor Carriers 


HE California commission, in estab- 

lishing statewide minimum rates for 
the transportation of household goods by 
highway and city carriers, made the fol- 
lowing observation as to cost studies 
which had been presented to the com~- 
mission for such purpose: 


Manifestly, minimum rates should not be 
designed to protect the revenues of alli car- 
riers who choose to engage in given trans- 
portation, without regard to the facilities 
reasonably necessary to serve the public ade- 
quately and well, or to the efficiency of the 
operations of existing carriers. Nor should 
minimum rates be designed to cover ex- 
pedited or unusual services to the prejudice 
of persons not requiring such service. On the 
other hand, theoretical cost estimates should 
not be accepted in preference to costs drawn 
from carriers’ records, where it is shown 
that the carrier operates in a reasonably 


efficient manner and performs only the usual 

or ordinary type of service. 

The commission derived its rates from 
a consideration of all the evidence of 
record so as to give recognition, in addi- 
tion to the cost of performing the service 
and the value of the facilities reasonably 
necessary to perform the service, to the 
value of the service and the other recog- 
nized rate-making elements. It was said 
that minimum rates, not reflecting econ- 
omies which can be effected, encourage 
duplication of facilities and wasteful use 
thereof and also add to the congestion 
of the highways, tending to defeat the 
purposes of the Highway Carriers’ Act. 
Re Rates, Rules, and Regulations of 
Radial Highway Common Carriers (De- 
cision No. 32325, Case Nos. 4086, 4099). 


e 


Other Important Rulings 


, \HE supreme judicial court of Maine 
held that contract carriers, trans- 
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porting merchandise by motor vehicle 
from a warehouse to the retail stores of a 
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corporation under contract, do not com- 
pete with common motor carriers within 
the meaning of the statute requiring the 
commission to prescribe rules and regu- 
lations covering the operation of con- 
tract carriers in competition with com- 
mon carriers over the state highways, as 
well as minimum rates to be charged by 
such contract carriers not less than the 
rates charged by common carriers for 
substantially the same service. Public 
Utilities Commission v. Utterstrom 


Brothers, 8 A. (2d) 207. 


The railroad commission of California 
held that it is a well-established principle 
that in the absence of statutory restric- 
tions to the contrary, common carriers 
have the right to establish rates which 
are less than maximum reasonable rates, 
provided such rates are not so low as to 
cast a burden on other traffic, and pro- 
vided that no discrimination results. Cali- 
fornia Portland Cement Co. v. Southern 
P. Co. (Decision No. 32280, Cases Nos. 
4425, 4427, 4428, 4430). 


The Interstate Commerce Commission 
may permit the abandonment, by an in- 
terstate carrier, of a portion of a line of 
railroad chartered by a state without a 
showing that the operation of the entire 
line, and not merely the portion sought 
to be abandoned, constitutes a burden 
upon interstate commerce, it was held by 
the United States District Court. State 
of Georgia v. United States et al. 28 F. 
Supp. 749. 


The Pennsylvania Superior Court held 
that an existing carrier was not deprived 
of his rights under the state and Federal 
Constitutions by being deprived of a full 
and fair hearing before the granting of a 
certificate to a competing carrier, where 
he had notice of the hearing, was repre- 
sented by counsel, had ample opportunity 
to present evidence and to examine wit- 
nesses, and filed a written brief but made 
no request for oral argument. Schuylkill 
Valley Lines, Inc. v. Pennsylvania Public 
Utility Commission, 8 A. (2d) 487. 


The Wisconsin commission, in deter. 
mining just compensation to be paid for 
acquisition of utility property by a mv. 
nicipality, held that evidence as to earn- 
ing capacity of the utility was an impor- 
tant consideration and that the allowance 
for going value should be based chiefly 
upon a consideration of the evidence 
tending to show what the business of the 
utility as such was worth. Re City Water 
Works Co. (2-U-1293). 


A public utility’s duty to furnish sery- 
ice is primarily one owing to the public 
which it serves rather than the municipal 
corporation, which is but the public’s con- 
tracting agency, the court of appeals of 
Ohio held ; and the statutes giving to the 
city solicitor power to enforce contracts 
creating a public duty are not sufficiently 
exclusive to deny the right of a resident 
elector and consumer to sue, a right he 
previously possessed under the common 
law. Maxwell v. Ohio Fuel Gas Co. 22 
N.E. (2d) 639. 


The West Virginia commission, in 
denying a permit to operate a taxicab 
service, said that the commission could 
not grant authority unless it found that 
public convenience and necessity required 
such service, that existing service was in- 
adequate, and that existing carriers had 
had a reasonable opportunity to remedy 
such inadequacy but failed to do so. Re 
Myers (Case No. 458). 


The supreme court of appeals of Vir- 
ginia held that a public utility company 
which is a citizen and taxpayer of a 
municipality, when confronted with the 
proposition that an illegal election for the 
issuance of bonds for construction of a 
municipal plant has been held and the 
issuance of the bonds will result in the 
imposition of an illegal tax burden upon 
the company, has the right of election to 
proceed either in equity to enjoin the 
issuance of the bonds or to proceed by 
filing a petition in the pending matter. 
Appalachian Electric Power Co. v. Galax 
et al. 4 S.E. (2d) 390. 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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UBLIC SERV. COM. OF MISSOURI v. KANSAS CITY POWER & L. CO. 


MISSOURI PUBLIC SERVICE COMMISSION 


Public Service Commission of Missouri 


Vv 


Kansas City Dera Light Company 


[Case No. 6576.] 


Valuation, § 168 — Original cost — Reorganization expenses and receivership 
costs. 


1. The Commission, in estimating original cost of utility property, will not 
include an amount paid by a predecessor of the utility company to the Fed- 
eral court as part of the purchase price of certain electric property, when 
such amount represents reorganization expenses and receivership costs 
incurred by the court, although this will be considered in determining pres- 
ent fair vaiue, p. 201. 


Valuation, § 13 — Functions of Commission — Managerial matters — Employ- 
ment of engineers. 
2. The Commission, in estimating the original cost of utility property, need 
not pass upon the question of the necessity of employing engineers of an 
affiliated construction company, barring an obvious duplication of services, 
since the question of employing engineers is one of management and is not 
for the Commission to pass upon, p. 202. 


Valuation, $§ 69.1 — Original cost determination — Services performed by af- 
fiiate. 

3. A service company should not receive a profit on services performed for 
an affiliated utility company, and, therefore, the Commission will allow only 
the cost of the actual services performed in estimating original cost of util- 
ity property, p. 202. 

Valuation, § 270 — Land — Fair market value. 
4. Land is considered at its present fair market value in determining the 
present fair value of utility property, p. 203. 

Valuation, § 263 — Land — Purpose or adaptability — Market value. 
5. A knowledge of the purpose for which land has been purchased or its 
general adaptability to the operations of a public utility has nothing to do 
with its fair market value, p. 204. 

Valuation, § 263 — Land — Increments — Plottage value. 

6. An increment for plottage value cannot be added to the valuation of 
land of public utilities, p. 204. 

Valuation, § 379 — Cost of easements — Fair market value. 


7. The cost of easements acquired by a public utility appears to be the 
best measure of their present cost in determining the fair market value of 
such easements, p. 205. 
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Valuation, § 153 — Reproduction cost — Overheads — Performance bond. 


8. The Commission deems a 1 per cent allowance for performance bon( 
a proper percentage for construction work performed for utilities, in esti, 
mating the reproduction cost of utility property, p. 207. 


Valuation, § 80 — Reproduction cost estimate — Labor cost — Pole line con. 
struction. 


9. Common labor would be used economically in pole line construction ip 
event of complete reconstruction of an electric utility, p. 208. 


Valuation, § 413 — Evidence — Unit costs — Testimony by engineers. 


10. The Commission engineers’ background of construction costs, as gained 
from the appraisal of most of the electric utility properties in the state, was 
held to relieve unit costs they had developed for an appraisal from the 
charge of being entirely theoretical, where it was contended that costs de 
veloped by company engineers were based upon actual experience, p. 208, 


Valuation, § 413 — Labor costs — Estimates. 


11. Manufacturers who, as a rule, have no specific information regarding 
circumstances surrounding the installation of items of equipment for a pub- 
lic utility and who have limited knowledge of local conditions, of labor rates; 
or of other circumstances which may affect the cost of the erection, are not 
in a position to make an accurate estimate of the cost thereof and are prone 
to make labor estimates more than ample, p. 209. 


Valuation, § 80 — Reproduction cost — Labor cost — Utility plant piping. 


12. Development of 37 per cent of the cost of materials as the labor cost 
for the erection of plant piping, from a study of a cost plus job which 
employed a large number of journeymen steamfitters with a correspond- 
ingly low percentage of helpers and common laborers when the plant was 
in operation, produces too high a percentage for use in reproduction cost 
estimates, p. 209. 


Valuation, § 134 — Supervision and inspection — Blanket application. 
13. A blanket application of a percentage to all labor, material, and con- 
tract items in making an allowance for supervision and inspection is erto- 
neous, since supervision is closely related to the quantity of labor involved 
and is not dependent upon the cost of the materials, p. 210. 


Valuation, § 153 — Direct overheads — Job plant expense. 
14. Job plant expense, including cost of construction of plant and tempo- 
rary buildings such as watchmen’s shelter, blacksmith and machine shops, 
and railroad tracks and roads for construction purposes only, as well as 
construction equipment, is properly included in reproduction cost, p. 2Il. 


Valuation, § 120 — Overheads — General expense. 


15. The item of general expense including the cost of setting up and de 
mobilizing a construction organization is improperly included in estimating 
the reproduction cost of an electric plant and system when it duplicates 
other items of direct and general overheads, p. 211. 


Valuation, § 193 — Property not used. 


16. A rate base should include only such property as is actually in use 0 
about to be used imminently, p. 213. 
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Valuation, § 213 — Property used in public service — Future use. 
17. Utility property deemed to be used in public service for rate base pur- 
poses includes only that property actually used in public service on the 
appraisal date, or which is needed for adequate standby service or required 
for prospective expansion in business in the not-too-distant future, p. 213. 


Valuation, § 201 — Property not used — Property due for retirement. 


18. All utility property due for retirement is properly classified as not 
used in public service, p. 213. 


Valuation, § 215 — Unused property — Land and buildings. 
19. A structure and the land upon which it rests form a unit for alloca- 
tion to property not used or useful, and an allocation of the building is 
also applicable to the land, p. 214. 


Valuation, § 215 — Land used in public service — Test of reasonableness. 


20. The only test the Commission can make in determining what land is 
used in public service is the one of reasonableness, p. 217. 


Valuation, § 216 — Property used in public service — Site. 
21. A power plant site which is approximately two blocks wide by five 
blocks long should not be pared down exactly to the occupied position in 
order to determine what land is used in public service, p. 217. 


Valuation, § 213 — Property for future use — Leeway in operation. 
22. The leeway to which a utility company is entitled in the operation of 
its plant should not result in an investment in plant capacity far in excess 
of the anticipated demands of the present and near future, p. 217. 


Valuation, § 215 — Future rate base — Nonused property. 


23. Presently nonused land and buildings of a utility company should not 
be included in a future rate base, p. 217. 


Valuation, § 215 — Property not used — Real estate and equipment. 
24. The theory which allocates a portion of a utility company’s building 
and land to “not used in public service” when occupied by nonused equip- 
ment is correct, p. 217. 


Apportionment, § 55 — Electric and heating property. 
25. A correct allocation of a utility company’s boiler plant for rate base 
purposes is one that considers the maximum demands of both the electric 
and steam heating departments, p. 218. 


Valuation, § 202 — Unused property — Electric and steam departments. 


26. A portion of a structure occupied by nonused electric equipment should 
not be classified as useful steam-heating property merely because electric 
equipment which occupied a portion of the building has outlived its eco- 
nomic usefulness, p. 219. 


Valuation, § 205 — Unused property — Allocation of property. 
27. It was held proper to allocate all of a building used to house electric 
generating equipment as property not used in public service and to include 
the balance as property used in the public service for the steam-heat de- 
partment, where the first floor of the building contained abandoned electric 
equipment and the second floor was occupied and used as the steam-heating 
repair shop and miscellaneous shop, p. 219. 
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Valuation, § 215 — Unused property — Parking lots. 

28. A customers’ parking lot owned by an electric company and located 
adjacent to the company’s general office building should not be considered 
in determining a rate base unless such lot is generally needed for the opera- 
tion of the general office building, in which case the fair market value of 
the land might be included in the rate base as used and useful property, 
p. 222. 

Valuation, § 144 — General overheads — Preliminary and organization expenses, 
29. An overhead allowance of 1 per cent was made for preliminary and 
organization expense, p. 224. 

Valuation, § 142 — General overheads — Legal expenses. 

30. An overhead allowance of .5 per cent for legal expenses was deemed 
proper, p. 224. 

Valuation, § 129 — General overheads — Administrative expenses. 

31. An overhead allowance of 1 per cent for administrative expenses was 
authorized, p. 224. 

Valuation, § 135 — Engineering and superintendence — Structural items. 
32. An engineering and superintendence allowance of 5 per cent to be 
applied to structural items, exclusive of general equipment but including 
communication equipment, was held adequate for an electric company, p. 
224. 

Valuation, § 140 — Interest during construction — Reproduction cost. 


33. A 3-year construction period and a 6 per cent rate of interest appeared 
adequate in determining the reproduction cost of electric utility property, 
p. 225. 
Valuation, § 103 — Accrued depreciation — Restoration of meters. 

34. An estimate of the cost to restore meters essentially to a new condi- 
tion fails to give any weight to obsolescence or supersession; although the 
meter, after being repaired, operates so as to measure correctly the quan- 
tity of electrical energy used, the meter is by no means a new meter, p. 227. 


Valuation, § 98 — Accrued depreciation — Method of determining. 
35. Deduction for obsolescence on the basis of actual knowledge of an 
electric company’s operating practices, is a correct method of determining 
depreciation, p. 228. 


Valuation, § 26 — Trend of costs — Changes since appraisal. 
36. The Commission, in determining the fair value of electric utility prop- 
erty, will consider the trend of costs of material and labor from the date 
of appraisal to the date of the Commission’s finding, p. 229. 


Valuation, § 330 — Going value. 
37. The element of value in an assembled and established plant doing busi- 
ness and earning money over one not thus advanced should be considered 
in the finding of fair value of a public utility corporation, p. 231. 


Valuation, § 332 — Going value — Separate allowance. 
38. No separate allowance need be made for going value when in arriving 
at fair value all necessary overheads and construction costs are considered, 
but in arriving at fair value of the property this intangible is to be cor- 
sidered and an amount included which, in the opinion of the Commission, 
is justified by the evidence and is reasonable, p. 231. 
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Commissions, § 16 — Jurisdiction — Statutes and decisions. 
39. The state statute, as interpreted by the supreme court, is the guide by 


which the question of Commission jurisdiction, or lack thereof, may be 
decided, p. 233. 


Depreciation, § 42 — Reserves — Charges to. 
40. A depreciation reserve created by charges to operating expenses for 
the ultimate retirement of electric property should not be used for the 
writing off of nonutility and customer-owned items, p. 233. 


Depreciation, § 26 — Annual and accrued. 


41. Depreciation and the annual depreciation allowance are closely related 
and should be computed by like methods, p. 236. 


Depreciation, § 32 — Straight-line percentage — Consistency with accrued de- 
preciation. 
42. A determination of annual depreciation should be rejected when 
straight-line percentages have been followed while estimates of accrued 
depreciation are not based upon the straight-line theory, p. 236. 


Depreciation, § 29 — Adjustment of annual accruals — Experience. 


43. Annual accruals should be adjusted to conform with the actual ex- 
perience on the property of the utility concerned, p. 237. 


Depreciation, § 23 — Adjustment of accruals. 


44. If the accruals to the depreciation reserve are adjusted to the extent 
that they wil! provide for retirements made currently and also the ratio 
of the reserve to investment in depreciable property fixed at its present 
level, the company and the investor will be amply safeguarded, a sufficient 
buffer will be provided for large, unforeseen retirements, and a proper and 
equitable contribution will be made by the consumer for the property worn 
out in his service, p. 237. 


Expenses, § 48 — Dues. 
45. Dues cannot be considered part of the operating expenses of a public 
utility company, p. 238. 

Expenses, § 46 — Donations. 
46. Donations cannot be considered part of the operating expenses of a 
public utility company, p. 238. 

Expenses, § 5 — Jurisdiction of Commission — Management fees. 
47. The question whether or not certain items of service actually rendered 
by an affiliate to an electric company are necessary, so as to justify their 
inclusion in operating expense, is one of management which the Commission 
will not challenge, p. 239. 

Expenses, § 84 — Payments to affiliates — Proof as to cost — Filing with Securi- 

ties and Exchange Commission. 

48. The filing by a holding company of intention to register with the Securi- 
ties and Exchange Commission, under provisions of the Public Utility 
Holding Company Act prohibiting a holding company from selling goods 
or services to a subsidiary at more than cost, was accepted as conclusive 
proof that services furnished to a subsidiary were rendered at cost, for the 
purpose of including a management fee as an operating expense, p. 239. 

Expenses, § 26 — Advertising — Calendars. 
49. The proper disposition of the cost of calendars distributed by an elec- 
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tric company, containing legitimate advertising on one side and matter 


foreign to the sale of energy on 


the other side, is an apportionment based 


upon the information contained therein, resulting in assigning one-half of 
the cost to new business advertising operating expenses and one-half to 
deductions from gross income, p. 240. 


Return, § 9 — Fair value basis. 


50. A public utility corporation is entitled to charge rates that will produce 
a fair rate of return upon the present fair value of the property devoted 


to public service, p. 242. 


Return, § 22 — Reasonableness — Factors considered. 


51. The Commission in determining the proper rate of return must con- 
sider all relevant factors and the result should be one which, when con- 
sidered in the light of past, present, and probable future conditions, will 
not place undue burden upon the consumers or the company, p. 242. 


Return, § 87 — Electric utility — Percentage allowed. 
52. A rate of return of 64 per cent was allowed on the present fair value 
of an electric company’s property devoted to public service in order to 
furnish satisfactory service to the consumers and reasonable protection to 


the utility, p. 242. 


[August 10, 1939.] 


perenne to determine present fair value and operating 


charges of power and light 


company, present fair value and 


rate of return determined and rate schedule ordered to be revised. 


I. History OF THE PROCEEDING 


This proceeding was instituted by 
the Commission, on its own motion, 
by its order issued August 8, 1929, 
directing its engineering department 
to make an inventory and appraisal of 
the property of the Kansas City Pow- 
er & Light Company and directing its 
accounting department to make an 
audit of the company’s books and rec- 
ords for the purpose of furnishing 
any and all information deemed nec- 
essary to determine the present fair 
value of the company’s property and 
the proper operating charges for use 
in future proceedings before this 
Commission. Following that the com- 
pany filed a new schedule of rates ap- 
plicable to residence service and gen- 
eral lighting and power service, which 
reduced rates in the amount of $400,- 
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¥ 


000 annually. The Commission di- 
rected that the proposed audit and 
appraisal be postponed for at least 
eighteen months, 

On July 18, 1932, a petition signed 
by some 3,500 customers of the Kan- 
sas City Power & Light Company in 
Kansas City, Missouri, was filed by 
Dr. James B. Inscho, which petition 
asked that the Commission take steps 
to reduce power and light rates in 
Kansas City, Missouri. 

An audit by the Commission ac- 
countants of the plant account to 
December 31, 1932, was started in 


September, 1932, and completed in 


September, 1933. Their audit of the 
operating expenses for the year ended 
July 31, 1936, and of the plant ac- 
count for the period January 1, 1933, 
to July 31, 1936, was started August, 
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1935, and their report was filed April 
26, 1938. The inventory of the prop- 
erty began in January, 1934, and the 
Commission engineers’ appraisal re- 
port was filed October 25, 1937. The 
company filed its appraisal November 
5, 1937. On March 18, 1938, the 
Commission issued its preliminary re- 
port and order directing the company 
to prepare and present schedules of 
electric rates which would reduce the 
annual revenue from that source in 
the amount of approximately $1, 
000,000 annually, said schedules to 
become effective not later than May 1, 
1938. The company accepted the 
Commission’s order and the schedules 
were filed on April 30, 1938. 

From August 8, 1929, the date of 
the Commission’s order for an audit 
and appraisal of the company, to June 
30, 1939, the company filed revisions 
of rates designed to result in reduc- 
tions approximating $2,002,888 as 
follows: [Table omitted. ] 

The Commission notified all inter- 
ested parties that the case was set for 
hearing at its office in Jefferson City 
on June 6, 1938. The Merchants As- 
sociation of Kansas City, Missouri, 
The Retail Druggists Association, 
The Kansas City Motor Car Dealers 
Association, The Automotive Trades 
Association, Incorporated, The Retail 
Grocers Association, Johnston G. 
Craig et al., and the Trianon Hotel 
Company, all of Kansas City, Mis- 
souri, appeared by counsel as inter- 
veners. In order to expedite the hear- 
ing the testimony of most of the wit- 
nesses who were to testify was re- 
duced to writing and exchanged prior 
to the hearing. The case was heard 
before the entire Commission during 


the period June 6, 1938, to June 30, 
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1938, and was submitted on the rec- 
ord. 

Brief was filed by the interveners 
on May 18, 1939, and by the com- 
pany on June 17, 1939. Reply brief 
of interveners was filed on July 21, 


1939. 


II. DESCRIPTION OF THE PROPERTY 


The Kansas City Power & Light 
Company, hereinafter referred to as 
“company,” is a Missouri public util- 
ity corporation with principal offices 
at 1330 Baltimore avenue in Kansas 
City, Missouri, which owns, operates, 
and maintains properties for the gen- 
eration, distribution, and sale of elec- 
tricity in Kansas City, Missouri, and 
in various communities in Carroll, 
Cass, Chariton, Clay, Howard, Jack- 
son, Lafayette, Pettis, Platte, Ran- 
dolph, and Saline counties in Mis- 
souri; for the distribution and sale of 
steam in the downtown district in 
Kansas City; and for the sale of wa- 
ter in Brunswick and Carrollton, Mis- 
souri. The company also owns elec- 
tric properties in nine counties in 
Kansas and water property in three 
towns in Kansas. In addition to the 
foregoing property owned and oper- 
ated by the company, it owns electric, 
gas, and heating property in Iowa, 
which is operated under contract by 
the People’s Gas and Electric Com- 
pany (Delaware) of Mason City, 
Iowa. Electricity is distributed in 37 
communities and in rural areas out- 
side of corporate limits to approxi- 
mately 126,000 customers in Mis- 
souri. Steam for heating and man- 
ufacturing purposes is sold to approx- 
imately 260 customers in the down- 
town area in Kansas City. 

The principal generating facilities 
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owned by the company consist of 
three steam plants. One steam plant, 
known as Northeast station, is located 
in Kansas City and has an installed 
capacity of 140,250 kilowatts of 60- 
cycle generating equipment; a second 
steam plant, also located in Kansas 
City and known as Grand avenue sta- 
tion, has an installed capacity of 46- 
500 kilowatts of 25-cycle and 35,000 
kilowatts of 60-cycle generating 
equipment; and the third plant, lo- 
cated at Carrollton, Missouri, and 
maintained for standby service, has 
an installed capacity of 675 kilowatts 
of 60-cycle equipment. 

The following table shows in terms 
of kilowatt hours and percentages the 
sources of the power supply of the 
company during the year ended July 
31, 1936. 


Kilowatt 


Hours 
Generation 
Northeast station 501,904,000 
Grand avenue station .. 209,496,000 
Carrollton steam power — 


Total—Generated 711,401,719 


Purchased Power 
Kansas City Public 
Service Co. 
City of Salisbury, Mis- 
souri 
City of Ottawa, Kansas 


Per Cent 


70.34 
29.36 


99.70 


0.02 


0.28 


0.30 


2,110 
2,037,145 
2 LOD OF 


Total—Purchased 


Total Generated and 


Purchased 713,556,906 


III. CorporaTE History 


The Kansas City Power & Light 
Company was incorporated under the 
laws of the state of Missouri, on July 
29, 1922, for a period of fifty years. 
The primary purpose of the creation 
of the corporation was the consolida- 
tion of the properties, rights, and 
franchises of the Kansas City Power 
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and Light Company and the Carrol! 
County Electric Company. 

There were sixteen underlying 
companies, whose properties, by ac- 
quisition, merger, or consolidation, 
have been united to constitute the 
present company. 

The company operates all of its 
owned property, with the exception of 
that located in Iowa, which is oper. 
ated by the predecessor company, Peo- 
ples Gas & Electric Company, as agent 
for the company. 

At December 31, 1937, the out- 
standing securities of the company 
were: 


Stated Value 
$24,380,000.00 


Capital Stock 
Common—No par value— 
525,000 shares 
First preferred—$6. Cumula- 
tive, Series B. No par 
value—40,000 shares 4,015,000.00 


Total Capital Stock .... $28,395,000.00 


Funded Debt Par Value 
First mortgage bonds—3? per 
cent Series maturing Sep- 
tember 1, 1966 


Total securities outstand- 
i $66,395,000.00 

Control of the management and af- 
fairs of the company is vested in both 
classes of capital stock, common and 
preferred stockholders voting share 
and share alike. Actual control rests 
with Continental Gas & Electric Cor- 
poration, a Delaware corporation with 
offices in Chicago, Illinois, which 
owns all of the common stock out- 
standing. The Continental Gas & 
Electric Corporation is controlled by 


the United Light and Railways Com- 


pany, which in turn is controlled by 
the United Light and Power Con- 
pany. 

There was no direct or wholly 
owned subsidiary of the company at 
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December 31, 1937. At that date the 
company owned $92,600, book value, 
of common stock of the United Light 
and Power Engineering and Con- 
struction Company, a service organ- 
iation rendering management and 
engineering services described else- 
where herein. 


IV. ESTIMATED ORIGINAL Cost 


The Commission accountants in- 
troduced their estimate of the original 
cost of the property of the company 
at December 31, 1937, allocated to 
departments and divisions. The es- 
timated original cost of the Missouri 
utility property follows: 


State of Missouri 


Heating department ... 
Water department 
Carollton 
BRUUSWIEE: .ccucsce se seeee een wwe 


7-31-36 
Electric department ..ccccccccess $55,096,356.73 
3,018,296.52 


210,052.18 
63,772.50 


The company, in support of its 
claim for the inclusion of the sum in 
an original cost estimate, cites our or- 
der in Cases 5905 and 7593, in Re 
Union Electric Light & P. Co. (1937) 
17 P.U.R.(N.S.) 337, in which we 
stated that we would not include in 
original cost an estimate of undeter- 
mined costs of organization, but that 
we would give weight to such costs 
in the consideration which we would 
give original cost in the determina- 
tion of present fair value. The com- 
pany contends that inasmuch as the 
expenditure of $560,001.03 is re- 
corded in its books as a cash payment 
and a part of the purchase price of 

1-1-37 to 

12-31-37 
$1,122,224.68 

77,278.69 


1,187.78 


8-1-36 to 
12-31-36 


$781,661.63 
60,289.64 


Total at 
12-31-37 
$57,000,243.04 

3,155,864.85 


212,985.24 
267.80 777.28 64,817.58 


1,745.28 





Total—State of Missouri .. 


Neither the company nor the inter- 
veners filed an estimate of the orig- 
inal cost of the property but both par- 
ties offered objections to portions of 
the accountants’ estimate as referred 
to hereinafter. 


Reorganization Expense 


[1] The sum of $560,001.03, paid 
in 1916 by a predecessor of the com- 
pany to the Federal court as part of 
the purchase price of certain electric 
property, has been termed “reorgan- 
ization expense.” In substance, the 
amount represents reorganization ex- 
penses and receivership costs incurred 
by the court, which pertain to the 
electric department. 

The Commission accountants elim- 
inated this sum, but recommended that 
it be given consideration. 
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+ $58,388,477.93 


$843,964.35  $1,201,468.43  $60,433,910.71 


the property involved, it should be in- 
cluded in original cost. 

We are concerned here with the de- 
termination of cost, and not of value. 
Original cost, as defined in Instruc- 
tion No. 3—Electric Plant Accounts, 
of the Uniform System of Accounts 
prescribed by the Federal Power 
Commission and adopted by this 
Commission for the use of the elec- 
tric utilities of Missouri, is the “cost 
incurred by the person who first de- 
voted the property to utility serv- 
ice.” (Italics ours.) While we are 
aware that the property could not 
have been acquired from the court 
without payment of the sum in ques- 
tion, it cannot be gainsaid that the 
property was devoted to public utility 
service before this particular item of 
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cost was attached to it as a condition 
of purchase and sale. 


We shall not, therefore, reinstate 
the sum in the estimate of original cost. 
However, for reasons hereinbefore 
stated, it is evident that the sum of 
$560,001.03 was a prudent investment 
on the part of the predecessor, and we 
shall afford it important consideration 
in our subsequent determination of 
present fair value. 


Engineering Fee 


[2,3] The company paid to the af- 
filiated United Light and Power En- 
gineering and Construction Company 
certain engineering fees during the 
period July 1, 1927, to December 31, 
1937. The amount of such fees paid 
and recorded in the company’s prop- 
erty account at the latter date follows: 
Missouri electric department $366,191.84 
Kansas City heating department .. 7.15 


$366,198.99 


This sum represents a flat rate of 5 
per cent on all expenditures for work 
done by the United under contract 
with the company. The Commission 
accountants eliminated this sum from 
plant account, because they could not 
determine the cost of the services per- 
formed, stating that if the company 
presented evidence substantiating the 
propriety and the cost of the services 
rendered, the elimination should be re- 
stored. 


The company witness was cross-ex- 
amined regarding the number and cal- 
ibre of engineers, other than those of 
United, at the disposal of the company. 
If the purpose of this cross-examina- 
tion were to establish the fact that the 
services of United were unnecessary, 
we conclude that, barring an obvious 
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duplication of services, the question of 
employing engineers is one of manage. 
ment, and is not for us to pass upon, 

In substance, the record shows that 
the actual cost of reasonable and nec. 
essary services performed by United 
was $268,541.47 or a difference of 
$97,650.37 under the amount of 
$366,191.84 recorded by the company, 
The actual cost of $268,541.47, a part 
of which is assignable to Kansas and 
heating departments, does not include 
charges for services of executives, the 
purchasing department, fixed charges, 
and return which the company wit- 
ness contended would absorb the dif- 
ference between the payment and 
cost, but no tangible evidence was in- 
troduced to support this contention. 

The Commission is of the opinion 
that an affiliated service company such 
as the United should not receive a 
profit on services performed and it 
will therefore allow the cost of the ac- 
tual services in this case. 

We shall, therefore, reinstate and 
allocate the actual ascertainable costs 
of the engineering services rendered 
by United to the Missouri properties 
as follows: 


$229,538.28 


Missouri electric department 
8,929.10 


Kansas City heating department .. 


Reallocation of Property 


The estimated original cost of the 
property of the company, as submitted 
by the Commission accountants, above, 


was allocated to the various depart- 


ments and operating divisions largely 
upon bases furnished by the Commis- 
sion engineers. The Commission's 
accountant stated that if any of such 
engineering bases were altered, 2 
corresponding correction should be 
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made in the original cost estimates. 

In another chapter of this report we 
have determined the proper allocation 
of property, which, applied to the orig- 


Missouri 
Electric 


$57,000,243.04 


229,538.28 
425,302.99 


2,065,430.34 


Commission accountants 
Increases 

Engineering fee 

Reallocation of property 
Decrease 

Elimination of cost of land 


hereinbefore, we present our finding 
of such cost at December 31, 1937, 
which includes construction overheads 
and excludes land: 


Brunswick 
Water 


$64,817.58 


Carrollton 
Water 


$212,985.24 


Kansas City 
Heating 


$3,155,864.85 


8,929.10 
8,527.96 
166,357.41 


4,895.37 1,173.83 





Estimated original cost 
(exclusive of land) 


inal cost, results in increases at Decem- 
ber 31, 1937, as follows: 


Missouri electric department 
Kansas City heating department .. 


$425,302.99 
8,527.96 


$433,830.95 
Elimination of Land at Cost 


[4] In the estimate of original cost 
presented at the beginning of this chap- 
ter, land is included at cost. 

We are admonished by the courts, 
in proceedings such as these, to con- 
sider land at its present fair market 
value in determining the present fair 
value of the property. 

Since we have presented our finding 
of the present fair market value of land 
in another chapter, we shall eliminate 
the cost of land included in the estimate 
of the original cost. The amounts 
eliminated follow: 

Missouri electric department ... $2,065,430.34 
Kansas City heating department 166,357.41 


Missouri water department 
Carrollton 4,895.37 
1,173.83 


Brunswick 
$2,237,856.95 


Conclusion 


After consideration of all evidence 
pertaining to the estimated original 
cost of the property of the company, 
resulting in the adjustments recited 
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$55,589,653.97 


$3,006,964.50 $208,089.87 $63,643.75 


We shall consider each of these es- 
timates in our subsequent determina- 
tion of the present fair value of the 
properties. 


V. LAND 


The estimate of the fair market val- 
ue of all of the land owned by the com- 
pany in Jackson and Clay counties as 
used in the Commission engineers’ ap- 
praisal was prepared by Mr. H. H. 
Halvorson, a qualified real estate ap- 
praiser of Kansas City, Missouri. The 
values shown on the remainder of the 
land in the Commission engineers’ re- 
port was prepared by the Commission 
engineers from opinions obtained 
from bankers, real estate men, and 
others having a knowledge of the pres- 
ent fair market value of land in the 
locality or community. 

The fair market value of land 
shown in the appraisal report of the 
engineers of the company was supplied 
to the company engineers by the offi- 
cers of the company. The land values 
furnished appear to have been based 
upon the knowledge that the officers 
had of the purposes for which the 
property had been acquired, of its lo- 
cation, and of its general adaptability 
to the operations of the company ; upon 
the premises that all of the real estate 
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had been acquired at fair value and 
that the cost of such real estate as re- 
flected upon the books of the company 
was the best evidence of its value to the 
company ; and upon the knowledge of 
what costs had been incurred to bring 
the property to grade. The costs to 
the company appear to have been ad- 
justed where property was no longer 
necessary in the operation of the com- 
pany or where appreciation had oc- 
curred. Appreciation appears to have 
been determined by a study of trans- 
fers of real estate in the immediate vi- 
cinity of a specific tract and, in some 
instances, was also based on the judg- 
ment of realtors familiar with values 
in the vicinity. : 

The comparative appraisals of land 
are shown in Table I, following. [Ta- 
ble omitted. | 


The company, in support of its land 


appraisal, introduced three witnesses 
who had specialized knowledge of 
land values in Kansas City on Balti- 
more aveune properties, riverside in- 
dustrial tracts, and switch properties, 
respectively. The estimates of fair 
market value submitted by these wit- 


nesses were as follows: [Statement 
of land owned is omitted. ] 

The interveners protested that the 
land appraisals used by the Commis- 
sion and the company were both too 
high. Mr. Lee Dunlap of Kansas 
City testified as to land values for the 
interveners. His appraisal is as fol- 
lows: [Table omitted. ] 

Comparatively, the difference of 
$153,394 between the Commission and 
the company land appraisals is not 
great. However, we find that $97,277 
of the difference is on some $3,000,000 
worth of land on which the company 
introduced additional evidence. There 
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is a difference of $56,117 on the re. 
mainder of the land on which the com. 
pany introduced only the evidence of 
Mr. Smith. The land appraisal for 
the interveners is greatly at variance 
with the other two appraisals. On the 
plant sites and the Baltimore avenye 
property, the Commission appraisal is 
$2,414,767, the company appraisal js 
$2,475,000, while the Dunlap appraisal 
is $1,085,632. 

[5] A careful study of the testi- 
mony of Mr. Smith clearly indicates 
that the land appraisal of the company 
is not acceptable as a basis for deter- 
mining fair market value. We are of 
the opinion that a knowledge of the 
purpose for which land has been pur- 
chased or its general adaptability to the 
operations of the company has nothing 
at all to do with the fair market value 
of the land, nor can the Commission 
see that there is any more reason for 
accepting the company’s book figures 
as being the fair market value of the 
land any more than it should accept the 
book figures of the cost of the remain- 
der of the property as representing the 
fair value of that portion of the prop- 
erty. Consequently, we cannot ac- 
cept the land appraisal made by com- 
pany officials. 

[6] The company’s witness Van 
Evera testified that, in his opinion, the 
fact that the lots in the vicinity of the 
general office building have been as- 
sembled under one control is an im- 
portant element of value. He estimat- 
ed this added element, or plottage val- 
ue, to be 25 per cent. The courts have | 
uniformly held and this Commission is 
of the opinion that there cannot be 
added to the valuation of land of public 
utilities an increment for plottage val- 
ue. 
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After careful consideration of the 
facts and evidence as disclosed by the 
record in this case concerning the fair 
value of land owned in fee, the Com- 
mission is of the opinion that the fair 
value of the respective tracts is as 
shown in the Commission engineers’ 
appraisal. 

[7] Easements are included in both 
appraisals at the actual cost to the com- 
pany and include all cost of acquisition 
and recording. In the instant case, the 
cost to the company appears to be the 
best measure of their present cost. The 
Commission will adopt $309,765, the 
total as shown in the appraisals of the 
Commission engineers and the en- 
gineers for the company, as the fair 
market value of the easements of the 
company. 

The separation of land between that 
used in public service and that not so 
used and the allocation of used land be- 
tween the various departments will be 
treated in a later section of this report. 


VI. Cost or REPRODUCTION 


Inventory 


The inventory for the respective ap- 
praisals in this case was prepared by 
company engineers under the super- 
vision of Commission engineers and 
was checked by Commission engineers, 
so that the quantities used in both 
appraisals represent an agreed inven- 
tory. 

Exhibit CE-1, the Commission en- 
gineers’ appraisal of the property, 
shows their estimate of the cost of 
reproduction and the cost of reproduc- 
tion less depreciation of the company’s 
electric, steam heat, and water proper- 
ties located in Missouri and also of a 
portion of property located in Kansas 


205 


which is used in service of customers 
in the state of Missouri. 


Commission Engineers’ Appraisal 


Unit Costs 


Except for the building accounts, 
all unit costs were developed by Com- 
mission engineers. Material and 
equipment prices were obtained from 
manfacturers and jobbers except when 
catalogue prices with applicable dis- 
counts could be used. Except for 
Grand avenue and Northeast stations, 
the estimates of cost of all buildings 
were prepared for the Commission en- 
gineers by a Kansas City building con- 
tractor. The Commission engineers 
prepared their own estimate of cost of 
the buildings at Grand avenue and 
Northeast stations. 


Labor Rates 


The evidence shows that the Com- 
mission engineers, in determining the 
labor rate to be used in computing the 
unit costs applicable to the various 
items of property, assumed that all 
power plant equipment and substation 
equipment located in Kansas City 
would be erected with union labor to 
be paid current union labor rates. All 
other labor was assumed to be nonun- 
ion. Hourly rates for laborers and the 
crafts commonly employed in every- 
day construction were determined 
from a study of rates actually being 
paid in Kansas City for such labor. 
Classes of labor such as linemen, 
groundmen, line foremen, cable splic- 
ers, and others which are not common- 
ly employed except by electric compa- 
nies, were assigned wage scales which 
were actually being paid by the com- 
pany on the date of the appraisal. 

30 P.U.R.(N.S.) 
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Direct Overheads 


The direct overheads! used by the 
Commission engineers in estimating 
the cost of installing equipment in 
power plants and substations were de- 
termined from an analysis of a large 
work order of comparatively recent 
construction on this particular proper- 
ty. For all other direct overheads, the 
results of the compilation of data by 
the Commission’s engineering depart- 
ment over a period of several years, 
and which has been checked wherever 
possible with actual work order analy- 
sis, were used. 


Labor Performance 


Labor performance. for the installa- 
tion of power plant and substation 
equipment was estimated by the Com- 
mission engineers on the basis of the 
weight of the equipment and of the 
number of moves required to place. 
These estimates were checked against 
quotations of erection by various man- 
ufacturers and also with work order 
analyses of company construction. In 
some instances quotations from the 
manufacturers included the cost of in- 
stallation or erection. Labor perform- 
ance for plant piping was based on 
performances used on other appraisals 
and which were adjusted to reflect con- 
ditions in the Kansas City Power & 
Light plants. 

For underground conduit and cable, 
the Commission engineers’ labor per- 
formance was based upon information 





1JIn this proceeding a number of terms, di- 
rect overheads, direct material overheads, di- 
rect labor overheads, indirect costs, structural 
overheads, and miscellaneous construction cost, 
have all been used to describe the same items 
of cost. We are accustomed to using, and in 
this report will use: “Direct overheads,” “di- 
rect labor overheads,” and “direct material 
overheads.” 
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in their files, upon information ob. 
tained from other appraisals in Kan. 
sas City, upon information concerning 
construction in other cities in Mis. 
souri, upon the experience of local con- 
tractors in underground work in Kan- 
sas City, and upon information gained 
from conferences with company em- 
ployees who were familiar with con- 
struction conditions on the Kansas 
City system. Also reference was made 
to the text, “Underground Systems 
for Electric Light & Power,” by T, 
C. Ruhling, formerly construction su- 
perintendent for the company. 

Basic labor performances for the 
overhead distribution system are from 
the unit costs developed on the Com- 
mission engineers’ appraisal of the 
Union Electric Light and Power Com- 
pany of St. Louis, as adjusted to fit 
conditions in Kansas City. Perform- 
ances for meters were, in the most part, 
the result of conferences with employ- 
ees of the company’s meter depart- 
ment. 

The steam-heat appraisal is bot- 
tomed on the American District 
Steam Company’s estimate of the in- 
stallation cost at labor rates used 
by Commission engineers, and is com- 
bined with the Commission engineers’ 
estimate of the cost of excavation, 
backfill, and paving removal and re- 
placement. 


Company Appraisal 
General 


The appraisal for the company, 


which was prepared by engineers of 


the United Light and Power Engineer- 
ing and Construction Company, adopt- 
ed a wholesale reproduction basis, 
which assumed that the entire property 
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would be reproduced in one continuous 
operation, which reproduction for the 
electric department would require 
three years from the start of actual con- 
struction. It was assumed, in general, 
that materials would be purchased by 
the company and installed by forces in 
the company’s employ, except for 
buildings and other large structures 
that would be built by general contrac- 
tors, and except for turbo-generators, 
boilers, and other large or special 
equipment, which would be delivered 
and erected by the manufacturers. 


Material and Labor Prices 


The engineers for the company 
used the same procedure as the Com- 
mission engineers in obtaining prices 
as of the appraisal date, July 31, 1935, 
and followed the construction prac- 
tice of the company in assuming that 
union labor would be used on the con- 
struction of its buildings and the in- 
stallation of the power plant and sub- 
station equipment, and adopted union 
labor rates in effect on the appraisal 
date for the estimate of such construc- 
tion. On all other classes of construc- 
tion, labor rates as paid by the com- 
pany as reflected by its payrolls were 
adopted. Their labor performances 
and the make-up of their gangs are 
based almost wholly on experience of 
this company (KCP&L) and of 
many other companies for whom the 
United engineers have prepared ap- 
praisals. The engineers for the com- 
pany claim that they have given great 
weight to actual costs as shown by rec- 
ords of the company, where they are 
available. 


Direct Overheads 


Incorporated in the United Compa- 
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ny’s appraisal are miscellaneous con- 
struction costs, or direct overheads, as 
more completely set out in Exhibit 
“C.” A comparison of the respective 
engineers’ estimates of the cost of re- 
production as of July 31, 1935, exclu- 
sive of land and general overheads, 
may be obtained from Table II, fol- 
lowing. [Table II, omitted, shows 
cost of reproduction July 31, 1935, as 
follows: Total electric Public Serv- 
ice Commission appraisal, $54,755,- 
242 ; company appraisal, $61,178,864 ; 
for steam heating, Public Service 
Commission appraisal, $2,312,560; 
company appraisal, $2,658,966; and 
for water, Public Service Commission 
appraisal, $233,098 ; company apprais- 
al $263,896. ] 


Differences 


The reasons for the difference be- 
tween the two appraisals can be best 
considered under the headings of 
Structures, Labor and Direct Labor 
Overheads, Underground Conduit, 
Material and Direct Material Over- 
heads, each of which will be discussed 
separately. 


Structures 


[8] Of the $670,000 difference be- 
tween the two appraisals in Account 
312 — Structures, approximately 
$620,000 is found in the appraisal of 
the power plants at Northeast and 
Grand avenue stations. On the re- 
maining items in the structures account 
of the electric property, the two ap- 
praisals are but $50,000 apart in over 
$6,000,000 worth of property. The 
latter difference hardly needs explana- 
tion since it is well within the range 
to be expected from independent es- 
timates. A portion of the difference is 
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attributed to the fact that the Swenson 
Construction Company, which pre- 
pared the estimate of building cost for 
the company, used 14 per cent per- 
formance bond while the Long Con- 
struction Company, the Commission 
engineers’ estimator, used 1 per cent. 
The evidence shows that although 14 
per cent performance bond is required 
for private work, 1 per cent as used 
by the Long Construction Company is 
the proper percentage for construction 
work performed for utilities. Accord- 
ingly, the Commission will adopt the 
Long Construction Company’s esti- 
mate as incorporated in the Commis- 
sion engineers’ appraisal as the cost of 
reproduction of all structures except 
those located at Northeast station and 
Grand avenue station. 

The Commission engineers pre- 
pared their own estimate of the cost 
of structures at Northeast and Grand 
This estimate was 


avenue stations. 
some $620,000 lower than the one pre- 
pared by the Foundation Company for 


the United engineers. This difference 
was caused by the fact that the Com- 
mission engineers used lower direct 
costs, 4 per cent contractor’s profit and 
1 per cent for performance bond. In 
addition to higher direct costs, the 
Foundation Company used 8 per cent 
contractor’s profit, and 14 per cent per- 
formance bond. The Foundation 
Company, which constructed most of 
the structures at Northeast station, had 
available the record of the difficulties 
encountered during its original con- 
struction, consequently, was in a much 
better position to estimate the cost of 
reproduction. 

After careful consideration of the 
evidence relating to the cost of re- 
producing the buildings at Grand ave- 
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nue and Northeast stations, we shall 
adopt the Foundation Company’s esti- 
mates as the cost of reproduction as 
of July 31, 1935, after adjusting same 
to reflect 1 per cent allowance for per- 
formance bond. 


Labor and Direct Labor Overhead; 


The difference in labor costs of the 
two appraisals included in Accounts 
313 and 344, inclusive, are as shown in 
Table III, following. [Table omitted,] 

[9,10] The differences were caused 
not only by unlike labor performances, 
but also by the differences in labor 
rates used in the respective appraisals, 
The allowances for direct labor over- 
heads are so nearly in accord that they 
are accepted without further adjust- 
ment. As is generally the case, there 
is considerable variation as to the 
amount of labor required .to perform 
certain tasks. The results before us 
are too far apart, in some instances, 
to be covered by the explanation of a 
difference in judgment. The variation 
in rates used for common labor ac- 
counts for some of the divergence in 
Account 330—Underground Conduit 
and in Account 26—Steam Distribu- 
tion System. The Commission en- 
gineers used 424 cents per hour for 
common labor, contending that rate is 
now being paid by construction com- 
panies in Kansas City. The engineers 
for the company used 50 cents per 
hour, claiming that rate would be in 
effect in event of wholesale reproduc- 
tion. The Commission engineers also 
assumed the use of common labor for . 
certain duties in Account 331—Poles, 
Towers and Fixtures. Notwithstand- 
ing that common labor was used ex- 
tensively on the construction of the 
company’s longest transmission line, 
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the engineers for the company insist- 
ed that common labor had no place in 
a line gang and used instead ground- 
men at the rate of 64 cents per hour. 
We are of the opinion that 424 cents 
per hour is a proper rate for common 
labor and are of the further opinion 
that common labor would be used 
economically in pole line construction 
in event of complete reconstruction. 

The engineers for the company 
placed considerable emphasis upon the 
claim that their costs are based upon 
actual experience and that they do not 
reflect theoretical costs in any sense. 
We are of the opinion that the Com- 
mission engineers’ background of con- 
struction costs as gained from the ap- 
praisal of most of the electric utility 
properties in the state of Missouri re- 
lieves the unit costs they have devel- 
oped for this appraisal from the charge 
of being entirely theoretical. 


[11] The dependence that the en- 
gineers for the company placed in the 
estimates of manufacturers for the la- 
bor for erection of items of equipment 
indicates a fundamental weakness in 


their preparation of estimates. The 
Commission’s experience is that man- 
ufacturers who, as a rule, have no spe- 
cific information regarding circum- 
stances surrounding the proposed in- 
stallation and who have limited knowl- 
edge of local conditions, of labor rates, 
or of other circumstances which may 
affect the cost of the erection are not 
in a position to make an accurate esti- 
mate of the cost of erection and are 
prone to make labor estimates more 
than ample. 

[12] Ina similar manner, the adop- 
tion by the engineers for the company 
of 37 per cent of the cost of material 
as the labor cost for the erection of 
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plant piping is not a satisfactory meth- 
od of determining that cost. The fact 
that the 37 per cent was derived from 
a study of a “cost plus” job which em- 
ployed a large proportion of journey- 
men steamfitters with a corresponding- 
ly low percentage of helpers and com- 
mon laborers, together with the fact 
that the plant was “hot,” or in opera- 
tion, during the time of the construc- 
tion, leads us to believe that 37 per 
cent is too high. The Commission is 
of the opinion that the percentage used 
by the engineers for the company is 
unreasonable, and that the labor esti- 
mate for piping as used by the Com- 
mission engineers should be adopted 
in this case. 


Underground Conduit 


The amount of labor included in 
the Commission engineers’ estimate, 
$896,196, is about 44 per cent of the 
amount included for the same item 
in the company appraisal. Adjusting 
the company appraisal downward to 
reflect a 424-cent labor rate for com- 
mon labor would reduce their estimate 
to approximately $1,800,000, and 
would still leave the two estimates 
$900,000 apart. The company 
claimed that the Commission engineers 
used labor performances as developed 
for utilities in other cities and also 
used performances found for under- 
ground systems of other utilities in 
Kansas City. The company contend- 
ed that such underground systems are 
not at all comparable to the company’s 
underground system and that the re- 
quirements for construction are en- 
tirely different. The Commission en- 
gineers contended that the analysis 
of the original construction cost made 
by the engineers for the company was 
30 P.U.R.(N.S.) 





MISSOURI PUBLIC SERVICE COMMISSION 


not made of a representative cross 
section of the property and conse- 
quently the study was unbalanced. 
Notwithstanding the fact that the 
Commission agrees with its engineers 
with respect to the cost analysis made 
by the engineers for the company, the 
Commission is of the opinion that 
the unit costs for excavation used by 
the Commission engineers are too low 
for this class of construction. 

The testimony of company witness 
Ruhling, who testified that no money 
was spared in the construction of the 
Kansas City underground system, of- 
fers a reason for the high original cost 
of underground construction in Kan- 
sas City. The construction policy fol- 
lowed offers an additional reason why 
the analysis made by the company en- 
gineers of the actual construction cost 
resulted in figures which are consid- 
erably higher than are usually found. 
After giving consideration to all the 
evidence, the Commission is of the 
opinion that $1,350,000 is a reasona- 
ble amount to be used for the labor in 
Account 330. 

On the remainder of the accounts, 
although the company is somewhat 
higher than the Commission engineers, 
we are fully justified in adopting the 
Commission engineers’ appraisal as the 
correct estimate of the cost of doing 
the work. 


Materials and Direct Material 
Overheads 


The amounts included in the ap- 
praisals of the respective engineers for 
materials in Accounts 313 to 344, in- 
clusive, are shown in Table IV, follow- 
ing. [Table ommitted.] 

There is a difference of about 10 
per cent between the two appraisals 
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which is attributed to the unlike direct 
material overheads applied by the re. 
spective appraisers. The amount in- 
cluded for materials in the appraisals 
should be the same since both groups 
of engineers in the main used prices 
obtained from the same sources. A 
rough check made by deducting the 
direct material overheads allowances 
from the respective accounts tends to 
verify this conclusion. 

[13] In their direct material over- 
heads allowances, the Commission en- 
gineers provided for purchasing ex- 
pense, stores expense, omissions and 
contingencies, and miscellaneous ex- 
pense. In addition to those items, the 
engineers for the company provided 
for the cost of superintendence and in- 
spection, testing and balancing system, 
job plant expense, and general ex- 
pense. The allowances made by the 
Commission engineers were made aft- 
er a study of company construction 
records and with a knowledge of di- 
rect overheads used by Commission 
engineers in appraisals of other prop- 
erties. The engineers for the compa- 
ny also made a study of the construc- 
tion records of the Kansas City Pow- 
er & Light Company and also of other 
construction work with which the 
United engineers were familiar. 

For supervision and inspection, en- 
gineers for the company applied 3.5 
per cent to all labor and material and 
to all contract items. It appears er- 
roneous to make such a blanket appli- 
cation, since supervision is closely re- 
lated to the quantity of labor involved . 
and is not dependent upon the cost of 
the materials. In a similar manmer it 
appears that the cost of supervision 
and inspection would be considerably 
less if the property were built by con- 
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tract than it would be if built entirely 
by company forces. Consequently, it 
appears improper to make a blanket 
application without regard to the 
amount of work performed by the re- 
spective methods. 

Engineers for the company includ- 
ed 14 per cent on power plant and sub- 
station material and on power plant 
and substation contract items for the 
cost of salaries, labor, materials, and 
fuel used in testing and adapting equip- 
ment prior to placing it in operation 
for continued service. The Commis- 
sion engineers claimed that they had 
provided for these costs but did not 
set them out specifically. We are of 
the opinion that the Commission en- 
gineers failed to make sufficient pro- 
vision for this item of cost, and that 
the amount included in the company 
appraisal is excessive. 

[14] Another item of direct over- 
heads included by the engineers for the 
company, which was not specifically 
included by the Commission engi- 
neers, is that of job plant expense. The 
engineers for the company included 
3.5 per cent on power plant and sub- 
station labor and material and 1 per 
cent on power plant and substation 
contract items to provide for the cost 
of construction plant and temporary 
building, such as watchmen’s shelter, 
blacksmith and machine shops, and 
railroad tracks and roads for construc- 
tion purposes only, and to provide for 
the cost of power and energy for con- 
struction, blacksmith and machine shop 
equipment, operation, and maintenance 
of the job plant and equipment, its 
erection and dismantlement, temporary 
heating and heating of temporary shel- 
ters, snow removal, and the cleaning 
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up of the job upon completion. The 
Commission engineers contended that 
a number of the items were duplica- 
tions, in that the cost had been provid- 
ed in other accounts such as tool ex- 
pense, that the facilities, such as rail- 
road tracks, would be furnished by 
the completed construction, or that the 
items would be furnished by the con- 
tractors and that the owner of the 
power company would not have to 
stand the cost. We are of the opinion 
that costs of this nature would be in- 
curred and it is proper to include them, 
but that the amount included by the 
company engineers is entirely too great 
as they have been largely reflected in 
the estimates furnished the Commis- 
sion engineers by the manufacturers 
and in the Commission engineers di- 
rect overheads. 

[15] Another item of direct ma- 
terial overhead included by the Com- 
pany engineers is that of general ex- 
pense. They added 4 per cent on labor 
and on materials covering the com- 
pany’s cost of setting up and demobil- 
izing a construction organization, in- 
cluding the recruiting, organizing, and 
training of an efficient construction 
personnel, the collection of proper 
equipment, the cost of lost efficiency 
due to the labor turnover incident to 
large-scale operation, and the cost of 
liquidation of personnel and equip- 
ment at the end of the construction 
period. A Commission engineer testi- 
fied that he had never heard of such an 
item of general expense. We are of 
the opinion that the item is improper in 
that it duplicates other items of direct 
and general overheads. The cost of 
recruiting a construction personnel is 
an ‘administrative problem. The or- 
ganization and training of an efficient 
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personnel should be reflected in the 
performance and unit costs. The col- 
lection of proper equipment is a ques- 
tion of superintendence. The cost 
of lost efficiency due to labor turnover 
incident to large-scale operations is 
also reflected in unit costs. The cost 
of liquidation of personnel is reflected 
in the administrative expense, and the 
cost of liquidation of equipment at 
the end of construction period is in- 
cluded in tool expense. Consequently, 
to avoid duplication, it is proper to ex- 
clude the items of general expense in 
estimating the cost of reproduction of 
this property. 

The interveners contended and 
brought out in the cross-examination 
of Commission engineers that mate- 
rial prices secured for appraisal pur- 
poses are not rock-bottom in that man- 
ufacturers are likely to be willing to 
sell at a lower price than may be quoted 
for appraisal purposes. The Commis- 
sion engineers did not make any reduc- 
tion in material prices used in their 
appraisal in accordance with such a 
theory. We do not deem it proper to 
adjust appraisals on evidence of that 
type. 

After careful consideration of all 
the evidence relative to the cost of re- 
production, and giving weight to the 
amounts that have been adopted as 
proper for a number of the components 
of the property, the Commission finds 
the cost of reproduction exclusive of 
general overheads and land, as of July 
31, 1935, of the respective properties 
to be as follows: 


Electric $56,750,000 
Steam heating 2,400,000 
Water 
Brunswick 51,500 
Carrollton 188,500 


VII. ALLOCATION AND Property 
Not USED IN PuBLic SERVICE 


There are a number of units of the 
company’s property located in Mis- 
souri which are used jointly by various 
combinations of the company’s elec. 
tric, steam heating, water, ice, mer- 
chandising, and other nonutility sery- 
ice. 

The engineers for the company and 
Commission engineers are not in 
agreement as to the items of property 
to be considered as not used in public 
service or as to the apportionment of 
items to various classes of service. 


The respective appraisals and allo- 
cations are not on a comparable basis. 
In order to place the information ina 
workable form and to eliminate unnec- 
essary duplications in discussion, we 
shall prepare tabulations to serve the 
needs of this report. 

The physical property other than 
land which the Commission engineers 
have classed as Not Used in Public 
Service may be classed under four 
general headings: 

1. Company Agrees That Property 
Is Not in Use. 

2. Company Claims Property 
Should Be Considered As Used in 
Public Service but Classed As “Prop- 
erty Due for Retirement.” 

3. Property Held for Future Serv- 
ice but Classified by Company As 
Used in Public Service. 

4. Property Which Company 
Claims Should Be Classed as Used in 
Public Service. 

The items of property which have 
been segregated under the respective 
headings follow in Tables V, VI, VII, 
and VIII. [Tables omitted. ] 


In the first classification the two 
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groups of engineers are substantially 
in agreement except for the Southwest 
warehouse. There are other items on 
which there is some disagreement as 
to the percentage in use but the effect 
is negligible. With reference to the 
second group, it is observed that the 
engineers for the company have placed 
the property in zero condition and 
show it as having no value under the 
heading of the cost of reproduction 
less depreciation. 

[16] Asa general policy, this Com- 
mission holds, and has held, that a 
rate base should include only such 
property which is actually in use or the 
use of which is imminent. 

[17] The record shows that the 
Commission engineers have endeav- 
ored to follow this policy and have 
set up as Used in Public Service only 
that part of the company’s property 
actually used in public service on the 
appraisal date, or which was needed 
for adequate standby service or re- 
quired for prospective expansion in 
business in the not-too-distant future. 

Property was classed as nonused for 
the following reasons: 

(a) Outlived its usefulness. 

(b) Nonuseful because of changes 
in the system. 

(c) Constructed for anticipated 
business which failed to materialize or 
did not appear prospective at the date 
of the appraisal. 

(d) Partly or totally used in the 
nonutility enterprises of the company. 

This procedure conforms to the 
methods heretofore followed and ap- 
proved by this Commission. 

Giving due consideration to the tes- 
timony and exhibits introduced rela- 
tive to the group of property which 
both engineers classed as Not Used in 
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Public Service, we shall adopt the al- 
locations of the Commission engineers 
for the reasons they advanced and be- 
cause of the fact that they obviously 
attempted to adhere to the Commis- 
sion’s policy mentioned above. 

[18] We are of the opinion that 
all property which engineers for the 
company claim is “Property Due for 
Retirement” is properly classified by 
Commission engineers as Not Used in 
Public Service. The engineers for the 
company by placing the “Property Due 
for Retirement” in zero condition 
agree to its nonutility. If items of 
this type are not excluded from ele- 
ments of original cost and reproduc- 
tion cost used in determining the rate 
base, then there is no limit to the ex- 
tent that obsolete, discarded, and su- 
perseded plant and equipment may be 
retained as Property Used in Public 
Service, or to the extent that the base 
for determining the annual require- 
ment for depreciation may be broad- 
ened. 

As shown by the Commission en- 
gineers’ allocation report, their investi- 
gation of the property which engineers 
for the company classify as “Property 
Held for Future Service” reveals that 
it consists of property which has out- 
lived its usefulness or has been rend- 
ered nonuseful by route changes, has 
been abandoned but not removed, or 
was constructed for anticipated future 
needs that have never developed. Their 
report shows that an investigation 
was made of each item. The company 
engineers offer no explanation other 
than the blanket explanation that the 
property is held for future service. 
We shall accept the Commission en- 
gineers’ allocation of this group. 

With reference to the group of 
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property about which there is consid- 
erable disagreement, we shall discuss 
the major items separately. 


General Office Building 


The properties administered from 
the company’s general offices, which 
are located in the modern 32-story 
general office building at 1330 Balti- 
more avenue, Kansas City, Missouri, 
consist of not only the electric, steam 
heating, and water properties in Mis- 
souri, but also the electric properties in 
Kansas and Iowa, the water properties 
in Kansas, the heating property in 
Towa, the ice property in Missouri, and 
the merchandising department, which 
the Commission considers nonutility. 
A portion of the space in the office 
building is rented to other companies. 
The Commission engineers allocated 
the building and the land upon which 
the building is located to the respective 
branches of the company on the basis 
of the net occupancy of the building 
with an allowance to provide for the 
increase in office space that may be re- 
quired by the company within three 
or four years. This apportionment re- 
sulted in 27.00 per cent of the building 
and land being assigned to Property 
Not Used in Public Service as com- 
pared with 7.23 per cent so assigned 
by engineers for the company. 

The engineers for the company tes- 
tified that the building would be fully 
occupied by its own forces by 1942, 
that its occupancy is greater than the 
amount normally occupied in most 
office buildings, and, consequently, that 
it was improper for the Commission 
engineers and accountants to allocate 
any of the vacant portion of the build- 
ing to Not Used in Public Service ; and 
that even though a portion of the 
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building be allocated to Not Used in 
Public Service, all of the land should, 
in any event, be considered as Used in 
Public Service. This claim was based 
on the theory that if the company had 
constructed a building which was just 
sufficient to take care of the company’s 
needs, then the Commission would be 
obliged to consider the entire tract of 
land as Used in Public Service. 


The company takes the position that 
their entire investment in general office 
property is warranted and appears to 
take the position that the Commission 
must of necessity allow in the deter- 
mination of the rate base all of any 
item of property if the structure is 
principally used in public service, re- 
gardless of whether its use is econom- 
ical. 

[19] The Commission is of the 
opinion that, for allocation purposes, 
a structure and the land upon which it 
rests form a unit, and that an alloca- 
tion of the building is also applicable 
to the land. In view of the unoccupied 
space in the building, it appears rea- 
sonable to believe that the office space 
used by the company at the appraisal 
date was surely ample and that the 
company’s offices were not confined 
or restricted to close and inadequate 
quarters. In addition to the present 
usage the Commission engineers pro- 
vided for reasonable expansion. We 
shall adopt the allocation prepared 
and used by the Commission’s engi- 
neers and accountants for the appor- 
tionment of the general office building 
site and structure. 


Grand Avenue Station 


Grand avenue station is another 
unit of property about which there 1s 
considerable difference of opinion as 
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to nonuse and allocation. This plant 
was originally constructed in 1904 
by the Kansas City Public Service 
Company as a 25-cycle generating sta- 
tion and was so used until 1927. The 
plant was then purchased by the Kan- 
sas City Power & Light Company 
after which new high-pressure boilers 
and additional modern generating ca- 
pacity were installed, and the plant 
was used as a base load plant for the 
steam-heating system and as a means 
of supplying the 25-cycle demand. 
When the transfer of this property 
was made, the Public Service Com- 
pany entered into a contract with the 
Power & Light Company and agreed 
to use not less than 37,500 kilowatts 
nor more than 45,000 kilowatts of 
25-cycle capacity during any month 
until January 1, 1957. 

After the rehabilitation of the plant, 
the demand of the Public Service 
Company for 25-cycle energy de- 
creased to the extent that the operation 
of the plant was not.as efficient as an- 
ticipated. In order to improve the 
efficiency of the plant, the Power & 
Light Company installed a 35,000 
kilowatt, high-pressure, 60-cycle gen- 
erating unit in 1929. 

At the inventory date, the generat- 
ing capacity of the Grand avenue sta- 
tion consisted of 61,500 kilowatts of 
25-cycle equipment and 35,000 kilo- 
watts of 60-cycle equipment. The 
boiler plant consisted of four 1,516 
horsepower and one 756 horsepower, 
700-pound working pressure boilers 
and sixteen 578 horsepower, 200- 
pound working pressure boilers. In 
1937 the company installed a 20,000- 
kilowatt low pressure, 60-cycle unit, 
which made operation of the 25-cycle 
system more efficient, when operated 
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in combination with the new 60-cycle 
machine. Since the date of the ap- 
praisal a 25-cycle machine (No. 3) 
has been removed, and another 25- 
cycle machine is to be rewound so as 
to generate at a frequency of 60 cycles. 
The present capacity of the plant is 
as follows : 25-cycle, 36,500 kilowatts ; 
60-cycle, 65,000 kilowatts. 

The Commission engineers based 
their allocation on the premise that 
Grand avenue serves as a base load 
plant for the 25-cycle electric system 
and for the steam heating system, 
and that it serves as a peak load sta- 
tion for the 60-cycle system. The 
engineers for the company took the 
position that the plant is primarily an 
electric generating system and that, 
in its allocation, the steam require- 
ments of the electric generating capac- 
ity are to be considered first, before 
any of the steam-generating capacity 
is to be assigned to the steam-heating 
department. This, of course, assumes 
an emergency condition for, as nor- 
mally operated, Grand avenue carries 
the entire attached steam-heat load. 

We shall first consider the question 
of assignment and allocation to Not 
Used in Public Service. The Com- 
mission engineers assigned the six- 
teen low-pressure boilers at Grand ave- 
nue, located in boiler rooms “A” and 
“B,” to Property Not Used in Public 
Service. They claimed that the boilers 
are not used and have not been used 
since 1930 and that those in boiler 
room “A” are not connected to either 
smoke breaching or the steam-heater 
system, and that four of the boilers, 
which are stoker fired, have no provi- 
sion for a supply of coal. These boil- 
ers were so classified by the Commis- 
sion engineers after consideration of 
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the past operations of the plant and 
on the assumption that the high pres- 
sure boiler equipment is of sufficient 
capacity to carry the present anticipat- 
ed load. The Commission engineers 
asserted that the only ground for in- 
cluding the low-pressure boiler as 
Property Used in Public Service 
would be as standby capacity for the 
steam-heating system, and since all 
the boiler capacity of the heating plant 
at 1312 Baltimore was considered as 
Used in Public Service for that pur- 
pose, there is no justification for in- 
cluding additional standby boiler ca- 
pacity for the heating system The 
Commission engineers classified tur- 
bo-generator unit No. 3 and auxiliar- 
ies as Not Used in Public Service for 
the reason that at the time of the in- 
ventory and for several years prior the 
machine was not used. Since the date 


of the inventory this unit has been 
removed from the plant. 

The engineers for the company did 
not class any of the property as “Not 
Used in Public Service” but they did 
set aside some of the property as 
“Property Due for Retirement” (su- 


pra). Boiler room “A” and turbo- 
generator No. 3 were placed in this 
classification. 

The Commission engineers, after 
determining the units and items of 
equipment which were to be consid- 
ered as Not Used in Public Service, al- 
located the proportionate part of the 
buildings occupied by the nonused 
equipment to Property Not Used in 
Public Service. After having allocat- 
ed the building, a similar apportion- 
ment was made of the land. 

The engineers for the company, as 
stated before, placed certain items of 
equipment in the category of “Proper- 
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ty Due for Retirement,” but in every 
case these were items of property 
which were clearly not used. No ap- 
portionment of buildings or land was 
made because of the fact that said 
property was occupied by equipment 
which was classified as “Property Due 
for Retirement.” 

With reference to boiler room “B” 
which the company considers useful, 
the engineers for the company testified 
that the eight low-pressure boilers lo- 
cated therein are held for use, that they 
are needed in cases of emergency, and 
that but for economic conditions of 
the past few years they would now 
be in actual use. The company’s Ex- 
hibit “EE” which shows their alloca- 
tion of the Grand avenue boiler plant 
between steam-heating and electric de- 
partments indicates that the engineers 
for the company assumed that only 
four high-pressure and seven low-pres- 
sure boilers were available at any one 
time, one boiler of each classification 
being held in reserve at all times, and 
that the four high-pressure boilers 
would not afford sufficient steam ca- 
pacity to satisfy the needs of a full 
electric load at Grand avenue. 

A study of steam consumption of 
turbo-generators and of boiler capaci- 
ties at Northeast station shows that 
the rated steaming capacities of boil- 
ers at that station are but 1 per cent 
in excess of the rated steam consump- 
tion of the generators. In other 
words, no provision was made in the 
design of that plant to hold any boilers 
in reserve. 

The study of the steam required for 
the turbo-generators at Grand avenue 
station, as shown on pages 94 and 95 
of Commission engineer’s Exhibit 5, 
indicates that if the plant be operated 
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at the full 60-cycle capacity (55,000 
kilowatts) and ata load of 37,000 kilo- 
watts of 25-cycle energy (27,000 kilo- 
watts for the maximum demand of the 
street railway plus 10,000 kilowatts for 
conversion to 60-cycle), the five high- 
pressure boilers afford sufficient steam- 
ing capacity to supply the require- 
ments for the assumed electric gen- 
eration. 

If all of the turbo-generators, except 
No. 3 (which has been removed from 
the plant), are operated at full capacity, 
which will be a possible condition upon 
the proposed conversion of No. 5 from 
25 to 60-cycle generation, the rated 
capacity of the high-pressure boilers 
is within 5 per cent of the estimated 
steam consumption for full load. This 
deficiency in high-pressure boiler ca- 
pacity coupled with the fact that the 
high-pressure boilers consist of a 
small number of large units instead of 
a large number of small units (as is 
the case at Northeast station), so that 
having one boiler out of service would 
make a greater proportionate increase 
on the remaining boilers, may offer 
some justification for considering 
boiler room “B” as Used in Public 
Service. There is also the possibility 
that the management may plan to re- 
tire its down-town heating stations and 
use Grand avenue as the sole source 
of supply for steam heating. Boiler 
room “B” is a border line case which 
the Commission will classify as Used 
in Public Service. 

Boiler room “A” and turbo-genera- 
tor No. 3 are obviously items of prop- 
erty to be considered as property Not 
Used in Public Service and have been 
so considered (see Property Due for 
Retirement). 

Before preparing an allocation based 
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on the usage of the plant, the Commis- 
sion engineers assigned a number of 
parcels of land around the edge of the 
Grand avenue plant site and the Grand 
avenue coal storage site to Not Used 
in Public Service for the reason that 
they are not used, cannot be used, or 
according to the Commission engi- 
neers, are not likely to be used, even 
though all of the buildings were en- 
tirely occupied. 

The engineers for the company con- 
tended that a tract of real estate as 
large as the Grand avenue power plant 
site, which is approximately two 
blocks wide by five blocks long, is 
very difficult to assemble for the rea- 
son that landowners frequently re- 
fuse to sell the exact amount that 
might be desired, which makes it nec- 
essary to purchase excess quantities of 
land. 


[20, 21] There is no general rule 
to apply in cases of this kind. The 
only test we are in a position to make 


is the one of reasonableness. After 
careful consideration of the evidence 
relative to nonused land at Grand av- 
enue, the Commission is of the opin- 
ion that the isolated tract of land locat- 
ed west of Main street (north 20 feet 
of Lot 42, Block 4, 2,840 square feet 
in area) should be classed as nonuseful 
and that the remainder of the land at 
Grand avenue station should be classed 
as Used in Public Service. It does 
not appear reasonable that an indus- 
trial site of this character should be 
pared down exactly to the occupied 
ortion. 

[22-24] Having disposed of the 
items of property or of equipment that 
are directly assignable to Property Not 
Used in Public Service, we shall con- 
sider the land and buildings which the 
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Commission engineers have allocated 
to Not Used in Public Service because 
they are vacant or are occupied by 
equipment which has been assigned to 
Not Used in Public Service. The 
Commission engineers did this on the 
theory that the investment is not be- 
ing used in the public service at the 
present time and that there is little 
prospect that it will be used in the im- 
mediate future. 


The company did not subscribe to 
this theory and opposed deductions 
made in accordance with that line of 
reasoning. According to their witness 
Porter, on a property the size of the 
Kansas City Power & Light Company, 
there are always units temporarily idle 
in the development of business. The 
company contended that it should be 
permitted some leeway in the opera- 
tion of its plant and that it should not 


be penalized because the building is 
not used to full capacity for generators 


and boiler equipment. The company 
also contended that the mere fact that 
the equipment is not in use at the day 
of appraisal is not sufficient cause to 
allocate a portion of the building and 
land to Not Used in Public Service. 
They claim that sometime in the fu- 
ture the nonused equipment will be re- 
tired and removed and will be re- 
placed by new equipment, and when 
that takes place, the building and land 
will go into public service even under 
the Commission engineers’ theory, but 
that the company will not have that 
property in the rate base. 

The Commission is of the opinion 
that the leeway to which a company is 
entitled in the operation of its plant 
should not result in an investment in 
plant capacity far in excess of the an- 
ticipated demands of the customers of 


30 P.U.R.(N.S.) 


the present and of the near future, 
The latter claim of the company that 
presently nonused land and buildings 
should be included in a future rate base 
cannot be sustained. As an illustra- 
tion, we shall assume that a rate is 
established that will earn a fair rate of 
return on a rate base which excludes 
land and structures occupied by non- 
used equipment. If the sales of elec- 
tricity increase so that additional gen- 
erating facilities are required and will 
be installed in the portion of the struc- 
ture excluded from the rate base, then 
it is reasonable to believe that the rey- 
enue derived from the increased sales 
will earn a return not only on the in- 
vestment in additional generating fa- 
cilities which may be installed, but al- 
so on the land and structures which 
are then devoted to public service. 

Therefore, the Commission is of 
the opinion that the theory of the 
Commission engineers which allocates 
a portion of the building and land to 
Not Used in Public Service when oc- 
cupied by nonused equipment is cor- 
rect. It is not held that the theory 
should be applied in every case, but an 
allocation of a portion of the land and 
structures at Grand avenue station to 
Not in Use because of the nonuse of 
boiler room ‘‘A” and turbo-generator 
No. 3 is a proper allocation. 

[25] As to the method to be used 
for allocating the boiler plant between 
electric and steam-heating depart- 
ments, the Commission is of the opin- 
ion that neither the company nor the | 
Commission engineers have made the 
right approach. The company engi- 
neers have considered only the max- 
imum demands of the electric systems 
and have ignored the maximum de- 
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mands that may be placed upon the 
boiler plant by the steam-heating sys- 
tem. Their allocation assigns 9.86 per 
cent to heating, 35.20 per cent to 25- 
cycle, and 54.94 per cent to 60-cycle 
electric. The Commission engineers, on 
the other hand, appear to have based 
their apportionment on normal operat- 
ing condition of the plant at the time of 
heavy steam heating and 25-cycle de- 
mands and not to have given a great 
deal of consideration to the possible 
60-cycle demands. They assign 20 
per cent to heating, 35.33 per cent to 
25-cycle, and 44.67 per cent to 60-cy- 
cle electric. We are of the opinion 
that a correct allocation of the boiler 
plant is one that considers the maxi- 
mum demand of both the electric and 
steam-heating departments. The boil- 
er plant is not of sufficient capacity to 
carry both demands simultaneously 
but the fact remains that the plant 
stands ready throughout the year to 
carry the electric demand in event of 
an emergency that would require that 
Grand avenue generate at its full ca- 
pacity, and that at other times the plant 
actually carries the attached steam- 
heating load without assistance from 
any of the small boiler plants which 
have been assigned as standby equip- 
ment to the steam-heating system. We 
are of the opinion that an apportion- 
ment on this basis is proper and ac- 
cordingly assign 18.50 per cent of the 
boiler plant to the steam-heating sys- 
tem, and 81.50 per cent to the elec- 
tric system. 


The building and land apportion- 
ments of the Commission engineers at 
Grand avenue will be revised in ac- 
cordance with the above apportion- 
ment of the equipment. 
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1312 Baltimore Heating Station 


[26, 27] This station consists of 
two buildings, one fronting on Balti- 
more and the other on Wyandotte, 
connected together by a tunnel under 
the alley between the two buildings. 
The building fronting on Wyandotte 
houses only boiler plant equipment. 
The Commission engineers considered 
all of this building as used in public 
service with the exception of the por- 
tion formerly used for coal storage 
and ash handling. This portion of the 
building was considered as not used 
in public service as all of the boilers 
in this station are equipped now for 
burning oil as fuel. The building 
fronting on Baltimore houses the boil- 
er plant equipment, the abandoned 
electric generating equipment and of- 
fices, storeroom, steam-heating repair 
shop, and miscellaneous shops. The 
first floor contains the abandoned elec- 
tric equipment while the second floor 
is occupied and in use. The Commis- 
sion engineers allocated all of the 
building used to house electric gener- 
ating equipment as property not used 
in public service and included the bal- 
ance as property used in public serv- 
ice for the steam-heat department. 
The allocation of the building and of 
the land it occupies was made on the 
basis of volume of space occupied. 

The company engineers considered 
all of both buildings as useful prop- 
erty of the steam-heating department. 
The reason advanced for so classify- 
ing was that “the structure has to be 
there whether this generating station 
is used or unused, and very naturally 
must occupy the land.” With refer- 
ence to the apportionment of the gen- 
eral office building and of space occu- 
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pied by nonused equipment at Grand 
avenue station as has been treated 
above, this plant affords another splen- 
did illustration as to the need for 
proper allocation. 

To this Commission, it is not good 
regulation to permit a portion of a 
structure occupied by nonused electric 
equipment to be classified as useful 
steam-heating property merely be- 
cause the electric equipment which 
occupied a portion of the building 
had outlived its economic usefulness. 

There is no question but that if 
the abandoned electric generating 
plant had been situated in a separate 
building both land and building would 
be classified as nonused electric prop- 
erty. Now merely because it so hap- 
pened that the electric plant was lo- 
cated on the first floor of a building, 
the second floor of which was occu- 


pied by the steam-heating department, 
the company engineers would have the 
entire structure and site assigned to 
the steam-heating department. 


The Commission is in accord with 
and will adopt the allocation prepared 
and used by its engineers. 


Underground System—C onduit 


The Commission engineers made a 
very thorough study of the conduit 
system at locations where the conduit 
in place appeared to be excessive for 
the present and for the future needs 
of the company. A complete study 
was made of each section of apparent 
superfluity, and the determination of 
excess capacity was made on the con- 
ditions existing in each section studied. 

One group of conduits classed by 
the Commission engineers as Not 
Used in Public Service consisted of 
those located in viaducts crossing over 
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the Kansas City Terminal Railroad 
Company. When the viaducts were 
built, some twenty years ago, the Kan- 
sas City Power & Light Company 
built conduits in all the viaducts which, 
in their opinion, would be crossed with 
conduit lines in the future. During 
the 20-year period, a number of the 
crossings have never been used. There 
is no underground distribution or 
transmission in the vicinity and very 
little possibility that there will be any 
in the near future. Accordingly all 
such nonused crossings were classified 
as Not Used in Public Service. Other 
viaduct crossings were built with ex- 
cessive conduits which will not be 
used. The Commission engineers al- 
located the excess duct capacity to 
Property Not Used in Public Service, 
ample provision being made for an 
adequate reserve. 


The Commission engineers made a 
study of each section of totally vacant 
conduit to determine the reason for its 
vacancy, whether it had ever been used 
and how long it had been vacant. The 
factors which were found to be re- 
sponsible for such conditions are that 
some sections are frequently complete- 
ly disconnected from the system, have 
been vacant for ten years or more, and 
have little possibility of ever being 
used; that some sections have never 
been used because of a change in plans 
or rerouting of circuit, of failure of 
development of a load area, or of the 
abandonmnet of load which is unlike- 
ly to be regained in the near future; 
and numerous other reasons. All va- 
cant conduit was not classified as not 
used or useful. Much totally vacant 
conduit which, in the Commission en- 
gineers’ opinion, might be used in the 
near future was considered as reserve 
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capacity and included with Property 
Used in Public Service. 

Another group consisted of partial- 
ly vacant conduits in which certain sec- 
tions of conduit have only a small per- 
centage of the ducts in use. 

At locations where the Commission 
engineers could see no possibility of a 
section of conduit being used in the 
service of the public in the near future 
either as emergency or in expansion of 
the system, the excess portion was 
classified as Not Used or Useful. Aft- 
er making the allocation to Property 
Not Used in Public Service of the 
duct capacity previously mentioned, 
there still remains in Property Used 
in Public Service an unusually large 
percentage of empty ducts in relation 
to the used ducts. In the largest sin- 
gle item of ducts, 56.8 per cent of the 
total considered “Used in Public Serv- 
ice” is vacant. Of the next largest 
single item, 60.6 per cent of the total 
“Used in Public Service” is vacant. 

The Commission is of the opinion 
that apportionment of conduit and 
manholes as made by the Commission 
engineers is a proper method. 


Miscellaneous 


There are a number of smaller items 
of property which the Commission 
engineers allocated to Not in Use for 
numerous reasons. The Gilliam of- 
fice was allocated on an apportionment 
furnished by Commission accountants 
together with an allocation of space 
by Commission engineers. The Hig- 
ginsville storeroom, 19th and Char- 
lotte storeyard, Glasgow office, Sweet 
Springs office, and Brunswick office 
were allocated on similar bases. An 
item in Account 312 (g-1) at the 
storeyard at 25th and Pennsylvania 


consists of a fence inclosing a lot 
which has been classified as not used 
or usable. The Commission engineers 
accordingly classified the fencing as 
not used or usable. The item of equip- 
ment under Account 313 and located 
in the warehouse and yard at Northeast 
station consists of equipment that has 
outlived its usefulness, is not con- 
nected to any part of the operating 
system, and has a very remote possi- 
bility of future use. The items of gen- 
eral equipment at Carrollton, Bruns- 
wick, Glasgow, Higginsville, Gilliam, 
Marshall, and Sweet Springs are clas- 
sified on the basis of the Commission 
accountants’ allocation. The general 
equipment at Carrollton plant is allo- 
cated on the same basis as the plant 
proper. 

The Commission engineers have 
followed a consistent policy of alloca- 
tion throughout their report and the 
reasons for allocation of major items 
have been sound. The Commission 
is of the opinion that the apportion- 
ments made by its engineers relative 
to the miscellaneous items are in ac- 
cord with the allocation policy ex- 
pressed above in regard to major items 
and the Commission engineers’ allo- 
cations will be adopted. 


Land 


The following table lists the name 
and the adopted present fair market 
value of tracts of land upon which 
the Commission engineers and engi- 
neers for the company are in agree- 
ment as to a classification of Not Used 


in Public Service. [Table omitted.] 

The Commission adopts the recom- 
mendation of the engineers and classi- 
fies all the foregoing land as Not Used 
in Public Service. 
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The following tabulation shows the 
adopted present fair market value and 
the percentages classified as nonuseful 
of tracts of land which engineers for 
the company do not agree with the 
Commission engineers as to the per 
cent so classified. [Table omitted. ] 


In addition to the above tracts of 
land, the engineers are not in agree- 
ment as to land to be classified as not 
in use at Grand avenue, general office 
building, parking lot, Wyandotte 
street garage, and the heating station 
at Baltimore avenue and Wyandotte 
street. 


Grand avenue, the general office 
building, and the heating station at 
1312 Baltimore and 1311 Wyandotte 
have been discussed heretofore. The 
remaining major tracts will be dis- 
cussed separately. 


Parking Lot 


[28] The company owns a lot with 
125-foot frontage on Baltimore ave- 
nue by 142 feet deep, which we have 
found to have a present fair market 
value of $311,138. This lot is adja- 
cent to the company’s general office 
building and may be used by the com- 
pany’s customers during transaction 
of business at the company offices, 
but the evidence shows only a very 
small percentage of all customers 
makes use of it ; and the Commission’s 
engineers contended that for this rea- 
son there is no justification for its in- 
clusion in Property Used in Public 
Service. 


A study made by the Commission 
engineers indicates that a charge of 
approximately 30 cents for each car 
that is parked in the lot is required to 
pay a 6 per cent rate of return on 


the fair value of the land. The Com. 
mission engineers contended that if 
the Commission should find it proper 
to allow the expense of parking cus- 
tomers’ autos while transacting busi- 
ness with the company, it would be 
more economical if the company would 
pay the parking charges of its custom- 
ers in one of the several parking lots 
within close proximity to the gen- 
eral office building, where the regular 
parking rates range from 10 to 15 
cents. 

The company contended that park- 
ing facilities are limited in the vicin- 
ity, that it is difficult to obtain free 
parking, that the parking lot is a fea- 
ture now being offered by many busi- 
nesses in congested areas, and that of- 
fering free parking to its customers 
was a special type of service offered 
by the company which is of great ad- 
vantage of the customer. The com- 
pany further contended that just be- 
cause all of the customers did not use 
the parking lot does not prove that it 
is not a worth-while service, citing the 
fact that the company also offers cash- 
ier’s cages at which bills may be paid, 
but which are not used by all custom- 
ers. 

P. S. C. Accountants’ Exhibit No. 
4 shows that 9,195 cars were parked 
during October, 1936, the month of 
maximum usage. The records show 
that the customers transacted business 
with the following departments: 


Collection 
Cashiers 
Lighting 
Merchandising 
Executive 
Legal 
Miscellaneous 
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The company had 103,839 electric 
customers in Kansas City at July 31, 
1936. 

The Commission is of the opinion 
that the customers’ parking lot is not 
used by enough customers of the com- 
pany to justify the inclusion of the 
value of the lot in the rate base. If 
the lot were generally needed for the 
operation of the general office build- 
ing, the Commission might be inclined 
to include the fair market value of the 
land in the rate base as used and useful 
property, but under the circumstances 
it does not appear proper to do so. 


Miscellaneous Lands 


The Commission engineers allocated 
the parcels in this group on various 
bases developed to fit the specific tract. 
The record shows that consideration 
was given to present usage and future 
requirements. 

The company objected that the por- 
tions left in use by the Commission 
engineers were determined in an im- 
practical manner. The engineers for 
the company claimed to have consid- 
ered the amount of land necessary to 
provide for expansion and growth and 
the area which might be obtained from 
a willing seller in usual real estate 
transactions. They claim to have in- 
cluded no land which is totally unused 
or which “does not fit into the com- 
pany’s scheme of operation.”’ No land 
was excluded “‘because some portion 
of an actively operated structure was 
not in use at the moment.” 


In general, the company took the 
position that the amount of land that 
is to be purchased and the purpose for 
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which it is used are questions that 
should rest in the discretion of the 
management. Or in other words, only 
the company is competent to pass up- 
on the use or nonuse of certain tracts 
of land. The Commission is unable 
to accept this viewpoint. 

As in the allocation of property oth- 
er than land, the Commission is of the 
opinion that its engineers have scrutin- 
ized the company’s needs for land at 
the various locations considerably 
more closely than did the engineers for 
the company who appear to rely con- 
siderably upon the thought that the 
company would not be likely to pur- 
chase more land than necessary. The 
Commission engineers’ allocation will 
be adopted. 


Summarizing the Commission engi- 
neers’ allocation of physical property 
other than land, and revising the allo- 
cations and costs in keeping with the 
revisions made by the Commission, 
the following percentages are found to 
be applicable to the electric property in 
order to allocate it according to use. 


Used in Public Service 
Electric department 
Kansas City steam-heating depart- 
ment 
Missouri water department 


Not Used in Public Service 
Used by Kansas and Iowa custom- 


Similar allocations for the steam- 
heating and Brunswick water depart- 
ments are as follows: 


Per Cent Per Cent 
in Use Notin Use 
Kansas City steam heating 87.76% 12.24% 
Brunswick water 99.59 Al 
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The revised allocation of electric 
department land is as follows: 


Fair Market Value 
at December 31, 1937 
Owned in Fee Easements 
Used in Public Service 
Electric department $1,686,321 
Kansas City steam 
heating 
Missouri water .... 
Not Used in Public 
Service 
Assigned to Kansas 


Not devoted to pub- 


lic service 1,529,479 


$3,618,743 





$309,764 


The steam-heating and water de- 
partment land is allocated as follows: 


Fair Market Value at 
December 31, 1937 


In Use Notin Use 
$30,115 
75 


Kansas City steam heating $2, od 
Brunswick water 
Carrollton water 


VIII. GENERAL OVERHEADS 


Preliminary, Organization, Legal, Ad- 
ministrative, and Miscellaneous Ex- 
penditures 


[29-31] The Commission engineers 
included 2 per cent for this item of 
General Overheads. This percentage 
was applied to a base including all 
physical property accounts except land 
and general equipment, but including 
Account 344(e)—Telephone, Tele- 
graph, and Wireless System, an ac- 
count ordinarily included with general 
equipment. This percentage is a judg- 
ment figure based on a study of the 
results obtained by the Commission’s 
engineering department in the past in 
making investment appraisals. The 
engineers for the company used 1 per 
cent for preliminary and organization 
expense, 4 per cent for legal expense, 
and 1 per cent for administrative ex- 
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pense, which was applied to all ac. 
counts, exclusive of general equipment 
but including Account 344(e). The 
land account is the only difference as 
to the base. The company engineers 
admit that the proper allowance js 
largely a matter of judgment. 

A study of the record shows that 
both of the recommendations are mat- 
ters of opinion. It appears to the 
Commission that information of this 
kind determined from a study of the 
records of an operating company is 
not to be given too much weight for, 
after all, the administrative work is 
usually performed by operating off- 
cers of the company in conjunction 
with regular duties and the amounts 
or percentages charged to the construc- 
tion project are, therefore, usually 
based upon an arbitrary apportion- 
ment. 

This Commission has allowed both 
2 and 2.5 per cent for this undistrib- 
uted cost in other cases. In some cases 
where the record has justified, the 
higher percentage has been allowed. 
We are of the opinion that an allow- 
ance of 1 per cent for preliminary and 
organization expense, 0.5 per cent for 
legal expenses, and 1.0 per cent for 
administrative expenses, or a total of 
2.5 per cent, is adequate for this com- 
pany. These percentages should be 
applied to structural items only, exclu- 
sive of general equipment but includ- 
ing Account 344(e)—Communication 
Equipment. 


Engineering and Superintendence 


[32] The Commission engineers 
included 5 per cent for this item and 
applied the percentage to all structural 
properties, excluding land, easements, 
and general equipment, but including 
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Account 344(e) —- Communication 
Equipment. The engineers for the 
company made the same allowance but 
inaddition included 1 per cent on land. 
Both allowances are judgment opin- 
ions. The Commission engineers sup- 
port theirs with past studies made by 
their department on other large utili- 
ties within the state. We are of the 
opinion that an allowance of 5 per cent 
to be applied to structural items, ex- 
cusive of general equipment but in- 
cuding communication equipment, is 
adequate. 


Interest during Construction 


[33] The Commission engineers in- 
cluded 9 per cent for interest during 
construction on structural parts of the 
eectric property exclusive of general 
equipment but including communica- 
tion equipment, based on a 3-year con- 
struction period and a 6 per cent rate 
of interest. The 9 per cent allowance 
for interest assumes that the cost of 
construction is spread evenly over the 
3-year period so that, for the purpose 
of the computation, only one-half the 
money would be required for the en- 
tire period or all of the money for half 
the period. They also included 12 per 
cent on the value of land as a construc- 
tion overhead on the theory that the 
land would be acquired, on the aver- 
age, two years before being placed in 
use and producing revenues. Rates 
of 33 per cent and 2 per cent were 
applied to steam-heating and water 
properties, respectively, based on fif- 
teen and eight months’ construction 
periods and 6 per cent interest rate. 
Rates of 74 per cent and 4 per cent 
were applied to the respective land ac- 
counts. The same allowance as was 
made on the respective structural prop- 
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erties was also made on the respective 
general overhead items of preliminary, 
organization, legal, administrative, 
and miscellaneous expenditures ; engi- 
neering and superintendence ; and tax- 
es during construction. 


The computation of the engineers 
for the company for the item of in- 
terest during construction on the elec- 
tric property was the same as that 
used by the Commission engineers. 
On the heating and water properties, 
the company engineers used 18- and 9- 
month construction periods, respec- 
tively, with a resulting 4.5 per cent 
and 2.25 per cent interest during con- 
struction allowance on both land and 
structural items exclusive of general 
equipment. 

Both groups of engineers are in 
agreement as to the interest rate and 
are in agreement as to the length of 
construction period on the electric 
property. . There is a small difference 
in opinion as to the time required to 
construct the steam-heating and water 
properties. The construction periods 
adopted by the Commission engineers 
appear ample and adequate and will be 
adopted in our determination of re- 
production cost of the properties and 
the finding of fair value. 


Taxes during Construction 


The following amounts were in- 
cluded by the respective engineers for 
taxes during construction. 


Commission Company 
Engineers Engineers 
$485,774 $631,062 
13,990 7,463 

148 132 


Electric property 
Steam-heating property 
Water property 

-The above allowances may be con- 
verted to the following percentages 
which are applicable to the respective 
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departments, exclusive of general 


equipment. 


Commission Company 
Engineers Engineers 


879% 1.00% 
40% 2590 
06% 05%: 
The Commission engineers’ esti- 
mate is based upon the method adopted 
by this Commission in a previous case 
which method was declared unlawful 
by the supreme court of this state. 


Electric property 
Steam heating 
Water department 


The engineers for the company evi- 
dently followed the court’s opinion in 
State ex rel. St. Louis v. Public Serv- 
ice Commission, State ex rel. Laclede 
Gas Light Co. v. Same (1937) 341 
Mo. 920, 22 P.U.R.(N.S.) 6, 110 S. 
W. (2d) 749, which criticized the 
Commission’s adopted practice of cal- 
culating taxes during construction. 
The Commission, in determining the 
cost of reproduction for taxes during 
construction, will adopt the percent- 
ages used by the company engineers. 


Miscellaneous Intangible Items 


This item was included in the Com- 
mission engineers’ appraisal to provide 
for rentals on leased property which 
it would be necessary to pay during the 
construction period. 

The amounts included are: 

Electric property in use 
Electric property not in use 


Steam-heating property 
Water property 


$16,455 

The engineers for the company did 
not make a provision for costs of this 
type. 

The Commission has considered 
these costs as proper in cost of repro- 
duction estimates used in other cases. 
The Commission engineers’ recom- 
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mendation will be followed in the in. 
stant case. 


IX. ACCRUED DEPRECIATION 


The amount of accrued depreciation 
was determined by the Commission 
engineers after a careful inspection of 
all parts of the property which could 
be examined, supplemented by a de. 
tailed study of past operating and 
maintenance records of the company 
applying to each particular item or 
group of items. In addition, consid- 
eration was given to age, type of con- 
struction, and usage of the items at 
the present and in past years. 

The engineers for the company also 
made an intensive study of the prop- 
erty for the purpose of determining 
its physical condition. In making that 
determination they considered not only 
the wear and tear, or physical deteri- 
oration, but also functional and eco- 
nomic factors which tend to limit the 
present usefulness or future useful 
life of an article. The conditions ap- 
plied to the various accounts by the 
respective engineers are shown in Ta- 
ble IX, following. [Table omitted.] 

The differences between the two 
sets of figures are, for the most part, 
differences in judgment except on cer- 
tain accounts, which have differences 
too great to be explained in such 
fashion. These appear to be caused 
by differences in theories. 

There is a difference of 11.1 per 
cent in Account 331—Poles, Towers, 
and Fixtures. The engineer for the 
company testified that their investiga- 
tion revealed nothing which would ac- 
count for the low condition adopted 
for the poles by the Commission engi- 
neers and concluded that the Commis- 
sion engineers’ field inspection of the 
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poles was too superficial to determine 
the actual fact and was based too much 
on the outward appearance of the pole, 
which, according to the tests of sam- 
ples of poles introduced at the hear- 
ing, has nothing at all to do with the 
strength of the pole. The laboratory 
strength test of samples of poles made 
by the engineers for the company were 
taken from poles that had been re- 
moved from service. The evidence 
shows that the samples were taken at 
points a considerable distance above 
the ground line of the pole. The 
ground line is the point at which most 
poles fail. The result of tests taken 
of samples at points other than the 
sround line do not appear to have 
much bearing on the condition of the 
poles. The Commission engineers 
produced a number of photographs of 
poles which constitute a part of the 
company’s distribution system. The 
photographs were made of the worst 
poles. Noattempt was made to portray 
a representative section of the poles in 
the distribution system by photo- 
graphs. 

The Commission is inclined to be- 
lieve that its engineers, to a certain 
extent, gave too much consideration 
to the outward appearance of the 
poles. On the other hand, the com- 
pany apparently based its estimate 
largely on the misleading results of 
tests made on samples of poles. 

After careful consideration of the 
evidence, which is not conclusive on 
the part of either group of engineers, 
we are of the opinion that the Com- 
mission engineers’ estimate is too low. 
We will use in determination of the 
accrued depreciation 85 per cent as the 
per cent condition of Account 331— 
Poles, Towers, & Fixtures. 
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[34] The greatest difference in per 
cent condition is found in Account 
338—Meters. The Commission en- 
gineers used 71.3 per cent as compared 
to 95.0 per cent used by the engineers 
for the company. 

Beginning in 1934, this company 
adopted a program of extensive 
change-over to modern out-door me- 
tering. Since the program of out- 
door metering has been adopted, many 
of the older meters which are not com- 
pensated for temperature correction 
and are not suitable for out-door me- 
tering are being discarded or junked. 
The Commission engineers held that 
this policy of the company injected an 
element of supersession and obsoles- 
cence in the determination of the con- 
dition of the Account 338—Meters, 
and, accordingly, adopted a low per- 
centage to reflect the condition of the 
meter account. 

The engineers for the company 
based their estimate of the condition 
of the meters on the company practice 
of testing and repairing its meters at 
regular intervals, ranging from five 
years, in the case of ordinary residence 
meters, to three months, in the case of 
large power meters. At the stated pe- 
riodic intervals, each meter is tested 
and the defective parts are replaced, 
thus, according to the company engi- 
neers, restoring the meter “essentially 
to a new condition.” Their theory is 
that the depreciation actually existing 
in the meter will, therefore, be only 
such as has accrued since the date of 
the last test and repair. The average 
cost of replacement on residence me- 
ters was $1.19 per meter, which rep- 


‘resents accrued depreciation of 9.6 


per cent in five years, or 4.8 per cent 
for one-half that period, so 95 per 
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cent was adopted as the condition of 
the meter account. The engineers for 
the company claim that the effect of 
the Commission engineers’ deduction 
for obsolescence is to penalize the com- 
pany for adopting a progressive policy 
of an out-door metering system which 
will be of some minor benefit to the 
consumers, and that it is a perfect ex- 
ample of improper recognition of ob- 
solescence which has not actually oc- 
curred. 

We are of the opinion that the esti- 
mate of the engineers for the company 
of the cost to restore the meter “essen- 
tially to a new condition” fails to give 
any weight at all to obsolescence or 
supersession, and although the meter, 
after being repaired, operates so as to 
measure correctly the quantity of the 
electrical energy used, the meter is by 
no means a new meter. The com- 


pany’s theory, of course, assumes that 
it is a new meter after all the repairs 


necessary are made. Such reasoning 
is erroneous. 

[35] It is not deemed necessary to 
enter into a discussion to show that 
there is no relation between operating 
efficiency and the adopted condition 
of an item for valuation purposes. The 
Commission engineers’ procedure of 
making a deduction for obsolescence, 
which deduction was based on actual 
knowledge of the company’s operating 
practices, is a correct method of de- 
termining depreciation and had the 
Commission engineers not made such 
deduction, they would have been der- 
elict in the performance of their du- 
ties. The Commission is of the opin- 
ion that the percentage adopted by its 
engineers is slightly low and will adopt 
75 per cent as the over-all condition 
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of Accounts 338—Meters, and 339 
Meter Installation. 

With reference to the above table of 
conditions it will be noticed that of 
the twenty accounts, the engineers of 
the company adopted percentages 
which are higher than Commission 
engineers in fifteen of the cases while 
the Commission engineers are higher 
in but five cases. If the company ap- 
praisal be adjusted so as to deduct 
the property due for retirement or 
property considered as not used in the 
Commission engineers appraisal it will 
be found that the engineers for the 
company have a higher per cent condi- 
tion in eighteen of the twenty cases, 

It is the experience of this Commis- 
sion that estimates made by engineers 
for the various utility companies are 
generally higher than those prepared 
by the Commission engineers. Wheth- 
er the difference is because of bias of 
one or the other or both groups, the 
record, as a general rule, does not dis- 
close. In the instant case it has been 
pointed out that the Commission en- 
gineers are 5 per cent low on Account 
331, and that 75 per cent condition 
should be used on Account 338 and 
339—Meters and Installation. After 
making those adjustments to the Com- 
mission engineers’ estimate of condi- 
tion, and carefully considering all the 
evidence relating to depreciation, the 
Commission is of the opinion that 9 
per cent is a proper percentage to use 
to reflect the depreciation as of July 
31, 1935, of the depreciable electric 
property which is used in public serv- 
ice. 

The over-all per cent condition of 
the steam-heating property as deter- 
mined by the Commission engineers is 
80.5 per cent. The company engi- 


228 





PUBLIC SERV. COM. OF MISSOURI v. KANSAS CITY POWER & L. CO. 


neers over-all per cent condition for 
all steam-heating department is 77.3 
per cent. The difference between the 
engineers’ estimates of accrued depre- 
ciation is more apparent than real. 
The company engineers included in 
their estimate of cost of reproduction 
property that they classed as “Due for 
Retirement” and in their estimate of 
the cost of reproduction less depreci- 
ation, this class of property was placed 
in zero per cent condition. Adjusting 
the company’s appraisal on the basis 
of the Commission engineers’ apprais- 
al, we find the two engineers in sub- 
stantial agreement. The above per- 
centages are based on all steam-heat- 
ing property—both used and nonused. 
Considering only the used and useful 
property as determined in the section 
on allocation we find the over-all per 
cent condition of depreciable property 
of the steam-heating system to be 81 
per cent. 


The record discloses that the two 
groups of engineers are only 14 per 
cent apart on their respective estimates 
of accrued depreciation for the water 
property. We are of the opinicn that 
an average of the two estimates of ac- 
crued depreciation is the proper per- 
centage to use. Accordingly, we find 
and will use 74 per cent as the accrued 
depreciation in the water properties. 


X. Cost TREND 


[36] The appraisals submitted in 
this case are as of July 31, 1935. In 
order that the Commission might have 
before it information as to changes 
in material and labor prices between 
the date of the appraisal and February 
1, 1938, the Commission engineers and 
the engineers for the company made 
studies to determine cost trends be- 
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tween those dates. The over-all in- 
dex to convert 1935 prices to 1938 
covering land, all physical property, 
general overheads, materials and sup- 
plies, spare equipment, and cash work- 
ing capital as found by the respective 
engineers follows: 


Commission Company 
Engineers Engineers 
111.47% 112.51% 
114.66 115.59 
110.28 111.13 


Electric property 
Steam heating 
Water property 

The percentages applied to the struc- 
tural property, only, show an increase 
of 12.42, 15.24, and 10.52 per cent, 
respectively, by the Commission engi- 
neers, and 13.29, 17.46, and 11.27 per 
cent, respectively, by the company 
engineers. 


Estimates made by the two groups 
of engineers are based on the same 
quotations. The difference in com- 
posite percentages of increase is at- 
tributable to the fact that the two ap- 
praisals are not identical. 


The variation is not great. In de- 
termining the fair value of the prop- 
erty, the Commission will take into 
consideration the trend of cost in ma- 
terial and labor from the date of the 
appraisal to the date of our finding. 


Weare of the opinion that there has 
been no appreciable increase in the 
fair market value of land since the 
date of the appraisal and we will use 
in our finding of fair value of all of 
the property of the company our 
adopted valuation of land as found for 
July 31, 1935. 


XI. ADDITIONS 


In order to carry forward the in- 
vestment in property from July 31, 
1936, to December 31, 1937, the Com- 
mission accountants prepared P. S. C. 
30 P.U.R.(N.S.) 
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Accountants’ Exhibits 3 and 4 which 
show, respectively, the allocated net 
additions for the periods August 1, 
1936, to December 31, 1936, and Jan- 
uary 1 to December 31, 1937. To 
bridge the gap between July 31, 1935, 
the date of the inventory, and July 31, 
1936, the date of the audit, a similar 
statement of net additions was pre- 
pared from the accountants’ working 
papers. The net additions to the vari- 
ous departments for the respective pe- 
riods are as follows: 


Electric 


Doal icv uh iwineGie Gia wipe ois Pelere das Gis ew slavecepe 


Heating 
Kansas City 


Water 
Brunswick 
Carrollton 


*Includes $250,000 credit adjustment item. 


The net additions since the apprais- 
al date and the trend in prices appli- 
cable to said additions will be consid- 
ered in the determination of fair value. 


XII. WorkKING CAPITAL 
Materials and Supplies 


The Commission engineers’ devel- 
opment for the items of materials and 
supplies was based on the average 
monthly balance for one year as re- 
flected by the company’s books and 
the amount derived in that manner 
was assumed to be indicative of the 
normal requirements. The company 
engineers’ development of the total 
for materials and supplies was taken 


30 P.U.R.(N.S.) 


eee $528,861 


from the average monthly balance of 
the several stores accounts of the com. 
pany for the twelve months ending 
July 31, 1936. 

The amounts recommended by the 
respective engineers are as follows: 


Commission Company 
Engineers Engineers 


Electric department .... $717,654 — $856,619 
Heating department .... 18,587 20,075 
Water department 1,194 949 


There was no cross-examination on 
the subject and the record does not 


Net Additions 


Aug. 1,1935to Aug. 1,1936to Jan. 1, 1937 to 
July 31,1936 Dec. 31,1936 Dec. 31, 1937 


$779,311 $1,123,034 


(242,487) * 60,009 77,278 


728 
1,188 
1,966 

468,715 


$1,670,993 


Parenthesis indicates credit. 


disclose why the difference exists, the 
amounts having been developed in the 
same way. In view of the record on 
this subject it appears that it will be 
necessary to take the average of the 
two estimates for the item of ma- 
terials and supplies. The allowance 
for material and supplies to be used 
by each of the departments is as fol- 
lows: 
Adopted Materials 
and Supplies - 


Electric department 
Heating department 
Water department 


Spare Equipment 


The Commission engineers invef- 
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toried and appraised spare parts and 
equipment owned and used by the 
company as follows: 


Reproduction 
Cost of Less 

Reproduction Depreciation 
Electric department .. $99,741 $91,418 
Steam heat department 3,692 3,457 
Water department... 1,551 1,395 

Not Used in Public 

2,836 2,793 


Service 
$107,820 $99,063 


Company’s figures are 
as follows: 


Electric department .. $47,823 $36,961 

Heat department .... 3,1 2,017 

Water department ... 

Not Used in Public 
Service 





2,149 
$53,133 


1,633 
$40,611 


The principal difference between the 
two is that an item of underground 
cable was considered as spare equip- 
ment by the Commission engineers but 
was considered as property used in 
public service by the company engi- 
neers. The property is included in the 
Commission engineers’ appraisal as 
spare equipment with cost of repro- 
duction of $53,227 and reproduction 
less depreciation of $45,786. The en- 
gineers for the company include this 
property on pages 895, 896 of com- 
pany Exhibit A as property due for re- 
tirement with a total cost of reproduc- 
tion of $46,777, and on page 901 of 
company Exhibit A as property due 
for retirement with a total cost of re- 
production of $18,303. 

We shall adopt for spare equipment 
the amounts included in the Commis- 
sion engineers’ appraisal. 





Cash Working Capital 


The Commission accountants pre- 
sented their recommendations for cash 
working capital for the various de- 
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partments and divisions of the com- 
pany. The accountants stated that 
their calculations were based upon a 
study of the company’s collection ex- 
perience and the flow of cash to the 
treasurer after the rendition of service. 

The company witness stated that he 
believed the accountants’ computations 
followed generally accepted principles 
of determining provisions for cash 
working capital, and that they would 
be accepted without alteration. 

In the absence of any objection to 
the accountants’ recommendations we 
shall adopt them as being the proper 
allowances for cash working capital. 
The amounts follow: 


..- $1,020,379.98 
68,269.21 


2,457.99 
1,324.67 


$1,092,431.85 
XIII. Gorinc VALUE 


The company contended for the 
following going value allowances: 


Missouri electric department 
Kansas City heating department 
Missouri water department 
Carrollton 
Brunswick 


Electric department 
Steam-heating department 


Water department 16,000 


$6,216,000 


[37, 38] The company did not ask 
for a separate allowance for going val- 
ue. In general, the company’s claim 
for going value was based upon the 
development and growth of its prop- 
erties and business, the codrdination 
of the properties into a well-balanced 
system, the establishment of an earn- 
ing capacity while maintaining low and 
reasonable rates, the development of 
a stable financial structure, and the 
organization of management and op- 
erating personnel capable of managing 
and operating the properties in the 

; 30 P.U.R.(N.S.) 
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best interests of the customers and 
owners of the company. The com- 
pany introduced Exhibit “NN,” a 
summary of decisions of this Commis- 
sion and showing some decisions of 
Federal courts, courts of appeal, and 
the Supreme Court of the United 
States and the percentage that going 
value was to the fair value of the prop- 
erty before the allowance for going 
concern value in those cases. 

According to the company, the 
Commission’s allowances have approx- 
imated 9 per cent. 

The Commission’s staff made no es- 
timate of the amount to be allowed for 
going value, nor did they make a rec- 
ommendation relative to this intangi- 
ble. The personal opinion of a com- 
mission engineer was that no allow- 
ance should be made for going concern 
value. 

An engineer for the interveners tes- 
tified that although he had appraised 
the Kansas City Power & Light prop- 
erty in 1925 and had recommended 13 
per cent going value allowance, he had 
now changed his attitude about the 
matter and was now of the opinion 
that when a utility is appraised by com- 
petent engineers, which appraisal in- 
cludes all the necessary overheads and 
is on the basis of having all customers 
attached, the property is appraised as 
a going concern and no further al- 
lowance for going concern value is 
necessary. 

Although the parties are not in 
agreement as to the necessity of mak- 
ing an allowance for going value, this 
Commission is of the opinion that the 
“element of value” to which the Unit- 
ed States Supreme Court refers in the 
statement that “there is an element of 
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value in an assembled and established 
plant doing business and earning mon. 
ey over one not thus advanced” (Des 
Moines Gas Co. v. Des Moines, 238 
U.S. 153, 165, 59 L. ed. 1244, PUR 
1915D, 577, 584, 35 S. Ct. 811) is 
an element that should be given con. 
sideration in the finding of fair valye. 


In many recent cases this Commis. 
sion has held that a separate allowance 
need not be made, and we see no rea- 
son for deviating from our practice, 
In arriving at the fair value of the 
property, the intangible will be con. 
sidered and an amount, which, in our 
opinion, is justified by the evidence 
and is reasonable, will be included for 
it. 


XIV. Farr VALUE 


We have set out hereinbefore in 
this report the fair market value of the 
company lands, the original cost of 
the company property other than land, 
the cost of reproduction and the con- 
panion general overheads, the per- 
centages reflecting accrued deprecia- 
tion in the used and useful property, 
the segregation of the properties used 
in public service, the net additions 
from the inventory date to December 
31, 1937, and the trend in prices. 
Having given consideration to all the 
above findings and facts and to the 
fact that the properties are integrated 
and coordinated, with business at- 
tached, necessary records, and trained 
personnel, we are of the opinion that 
the fair value of the various properties 
used and useful in public service on 
December 31, 1937, is as follows: 


Electric property 

Steam-heating property 

Water property 
Brunswick 
Carrollton 
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XV. DEPRECIATION RESERVE 


(39, 40] The Commission ac- 
countants adjusted the electric depre- 
ciation reserve recorded by the com- 
pany by eliminating, among others, 
several charges thereto, representing 
the retirement of certain properties. 
The items referred to are: 
Reduction of book value of coal 

mine rights 
Preliminary expense—abandoned 

ice project .... 
Original installation of lamps fur- 
nished customers 


Retirement of street railway sys- 
tem, Carrollton 


$761,947.59 


73,871.14 
eoeeeresesseors 23,164.68 
Seevcsveeee POON, L0N71 


Counsel for the company offered in 
evidence by reference our decision in 
Case No. 1615 (1918) Re Kansas City 
Light & P. Co., a predecessor, 8 Mo. 
P.S. C. R. 223 et seq., and the de- 
cision of the supreme court of Mis- 
souri in the Empire District Electric 
Company appeal from an order of the 
Commission, affirmed by the circuit 
court of Cole county (339 Mo. 1188, 
16 P.U.R.(N.S.) 437, 440, 442, 
100 S. W. (2d) 509). 


Company witness testified that it 
was the company’s contention that the 
Commission had never definitely re- 
quired the company to set up a depre- 
ciation reserve, and that, therefore, 
the Commission lacked jurisdiction to 
adjust the reserve in any respect what- 
soever, citing the statutes of Missouri 
and the Empire District Decision, su- 
pra, in support thereof. 

The statute, as interpreted by the 
supreme court, is the guide by which 
the question of jurisdiction, or lack 
thereof, may be decided. The court’s 
decision, in this respect, reads in 
part : 


“Turning to the statute we find that 
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1,118.30 


it gives the Commission power, after 
hearing, to make an order requiring 
the company to carry a depreciation re- 
serve account, in an amount fixed by 
the Commission, subject to the regu- 
latory control of the Commission. 
Such an order, if made, would operate 
prospectively and give the Commis- 
sion regulatory control of the deprecia- 
tion reserve created by its order.” 

And, further, 

“The Commission contends that the 
company had no authority to withdraw 
any funds from the depreciation re- 
serve without the content of the Com- 
mission, or expend any part thereof 
for any purpose except as prescribed 
by the Commission. That would be 
true, if the Commission had exercised 
tts regulatory powers, and by order 
required the company to carry a depre- 
ciation reserve, and fixed the amount 
thereof.” (Italics ours.) 


With this controlling opinion, the 
controversy resolves itself to the de- 
termination of whether or not the 
Commission has ever ordered this 
company, or a predecessor, to create a 
depreciation reserve. Witnesses for 
the company and the Commission cite 
our order in Case No. 1615, supra, in 
support of their respective contentions. 

The report in Case No. 1615, supra, 
8 Mo. P. S. C. R. at p. 280 recites: 

“For the purposes of fixing rates, 
we calculate the annual depreciation 
allowance at 3.5 per cent on the pres- 
ent fair value of $9,300,000, plus ad- 
ditions of $624,564, or 3.5 per cent 
on $9,924,564. This amounts to 
$347,360 per annum.” 

The order in the same case at p. 297 
recites in part: 

me and the Commission on the 
date hereof having made and filed its 
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report containing its findings of fact 
and conclusions thereon, which said 
report 1s hereby referred to and made 
apart hereof; . . .” (Italics ours.) 

And further, at p. 298: 

“OrDERED 7, That the Commis- 
sion fully retain jurisdiction of the 
parties and subject matter of this 
cause. Ss 
Further examination of the report 
and order in Case No. 1615 supra, 
reveals that the fair values of the elec- 
tric and heating properties, at January 
1, 1919, were $8,487,000 and $1,438,- 
000, respectively, a total of $9,925,- 
000, the same amount, in round num- 
bers, as the base upon which the annual 
depreciation allowance was calculated. 
This base comprises the fair value of 
the property at August 31, 1918, and 
the additions and betterments to De- 
cember 31, 1918. 


From the foregoing facts we con- 
clude that it was the intention of the 
Commission to require, and that it did 
require, the company to set aside, an- 
nually, 3.5 per cent of the fair value 
of its electric and heating properties 
at August 31, 1918, plus 3.5 per cent 
of subsequent additions and _ better- 
ments, as a reserve for depreciation 
for the electric and heating proper- 
ties. 

The rates used by the company for 
accruing depreciation on its properties 
during the period January 1, 1919, to 
July 31, 1936, are shown on page 73 
of Exhibit CA-1. These rates vary 
from 3.8 per cent to 3.0 per cent, and 
from 3.0 per cent to 2.0 per cent, for 
the electric and heating properties, re- 
spectively. Although the rate of ac- 
crual has at times fallen under that 
specified in Case No. 1615, supra, cer- 
tain nondepreciable items have been 
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included in the bases, which fact would 
tend to equalize the accrual; neverthe. 
less a depreciation reserve created by 
charges to operating expenses for the 
ultimate retirement of electric proper. 
ty should not be used for the Writing 
off of nonutility and customer-owned 
items. 

We find that the accountants’ a¢. 
justment, eliminating the foregoing 
charges to the electric depreciation re. 
serve, was proper. 


XVI. ANNUAL DEPRECIATION Re. 
QUIREMENT 


The following amounts were recom: 
mended by the respective engineers as 
the annual depreciation allowances 
for the various departments. 


Commission 
Engineers 


As of 
July 31, 1936 
$1,510,000 

2,700 
80,000 


Company 
Engineers 
As of 
Dec. 31, 1937 
$1,760,932 


5,998 
76,424 


Electric 
Water 
Steam heating . 

The Commission engineers suggest- 
ed that allowances for additions to de- 
preciable property added subsequent 
to July 31, 1936, be computed at rates 
of 2.85 per cent, 1 per cent, and 2.80 
per cent, respectively. The company 
recommendation was computed at the 
rates of 3.04 per cent, 2.10 per cent, 
and 2.65 per cent, respectively, of the 
book costs of the depreciable property 
of the electric, water, and heating de- 
partments. The engineers for the in- 
terveners estimated that an accrual 
rate of 2.5 per cent to 2.75 per cent 
should be sufficient to maintain the re- 
serve for the electric property. 

In the study which the Commission 
engineers made as a basis for theit 
recommendations, a review was made 
of the growth of depreciable property, 


234 





PUBL 


the ac 
ciatiot 
it bal: 
depres 
vage 
cost € 
prope 
lic se 
accrus 
been | 
preciz 
their 
31, 1 
have 
accrul 
tirem 
classi 
Th 
missi 
if str 
the e 
Comy 
missi 
preci 
comp 
Powe 
prope 
rate 
taine 
3.56 
of s 
oped 
& Li 
that 
3.38 
to th 
a sin 
devel 
it wa 
engit 


PUBLIC SERV. COM. OF MISSOURI v. KANSAS CITY POWER & L. CO. 


the accruals and charges to the depre- 
ciation reserve, the growth of the cred- 
it balance in the reserve, the accrued 
depreciation in the property, the sal- 
vage obtained from retirements, the 
cost of removing retirements, and the 
property classified as not used in pub- 
lic service. They claim that had the 
accrual rates which they recommend 
been applied to the investment in de- 
preciable property for the period of 
their study, January 1, 1919, to July 
31, 1936, the amount accrued would 
have provided for materialized and 
accrued depreciation and for the re- 
tirement of a portion of the property 
classified as not used in public service. 

The company claimed that the Com- 
mission engineers’ study showed that 
if straight-line depreciation rates from 
the experience of the Union Electric 
Company as developed by the Com- 
mission engineers in their annual de- 
preciation allowance study of that 
company were applied to Kansas City 
Power & Light Company depreciable 
property, a composite depreciation 
rate of 3.31 per cent would be ob- 
tained which may be compared with 
3.56 per cent obtained by the use 
of straight-line percentages devel- 
oped from the Kansas City Power 
& Light study. The exhibit shows 
that 3.56 per cent was adjusted to 
3.38 per cent in order to be comparable 
to the 3.31 per cent and that although 
asimilar figure of 3.34 per cent was 
developed in the Union Electric Case, 
it was not adopted by the Commission 
engineers since they recommended 3 
per cent in that case. 

The company also contended that 
about $4,000,000 of the retirements 
Which the Commission engineers con- 
sidered in their study were of property 
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installed prior to 1918 and that, be- 
cause of changes in price levels, re- 
tirements of older property should be 
adjusted upward in the calculation 
that the Commission engineers made 
in determining the percentages for an- 
nual depreciation. 

The record clearly shows that the 
Commission engineers _— rejected 
straight-line percentages as bases for 
annual depreciation requirement for 
the reason that the determination of 
depreciation in their appraisal was on 
the basis of observed rather than 
straight-line depreciation. The per- 
centage developed by the Commission 
engineers in their straight-line study 
in the Union Electric Company Case 
was not the percentage they recom- 
mended in that case. They recom- 
mended a flat sum of $1,800,000, 
which amount was approximately 3 
per cent of the depreciable property. 


It is interesting to note that the 
Commission did not adopt the 3 per 
cent recommendation of its engineers 
in the Union Electric Case, but adopt- 
ed the amount recommended by the 
Union Electric Company witness, 
which was about 2.85 per cent. 

The charge of the company that the 
Commission engineers erred in not 
trending the retirements of property 
installed prior to 1918 so as to reflect 
costs subsequent to 1918 has some 
merit. Of course, such a procedure, 
when carried to its logical conclusion, 
would require trending of investment 
in depreciable property as well as the 
retirements so that the effect of the 
adjustment would be lessened. 

The engineer for the company based 
his estimate of the annual depreciation 
allowance upon his experience in deter- 
mining for a large number of utility 
30 P.U.R.(N.S.) 
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companies the amount they should set 
aside annually to meet the require- 
ments of investment bankers and the 
Bureau of Internal Revenue. . This 
work required the compilation of 
mortality data relative to the life of 
utility property. 

With this background of experience 
he estimated the anticipated life in 
years and the per cent of salvage to be 
obtained for the various accounts of 
depreciable property owned by the 
Kansas City Power & Light Company. 
With these estimates as a basis, he de- 
termined a rate for each account which 
was applied to the original cost of de- 
preciable property thus determining 
the total amount for each department 
and the rates of 3.04 per cent for elec- 
tric, 2.65 per cent for heating, and 
2.10 per cent for water. 


The company witness claimed that 
the resulting estimate is in close accord 
with the amounts now set up by the 
company which have been accepted 
over a period of years by the Bureau 
of Internal Revenue for income tax 
deductions. 

He also stated that the rates used 
by the company are less than those 
allowed by the Bureau of Internal 
Revenue for many utilities with which 
he was familiar. 

The company witness also presented 
the comparison that if the allowance 
be based upon the cost of reproduction 
less depreciation, which he assumes 
controls fair value, the amount to be 
set aside annually would be some 
$200,000 or $300,000 greater than his 
recommendation which is based upon 
book cost. The implication is that the 
estimate is conservative. 

The recommendation of the engi- 
neer for the interveners was based upon 
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the high degree of maintenance jp. 
dicated by the conditions found by the 
respective appraising engineers. He 
stated that there has been much study 
of the life of various items of proper. 
ty, and that Commissions have been 
adjusting annual accruals to conform 
with the actual experience on the prop- 
erty in question. He also cited the 
Washington Consent Decree and the 
Dallas Plan under which the accruals 
to the depreciation reserve are gradu- 
ally decreased as the ratio of the cred- 
it balance in the reserve to the invest- 
ment in depreciable property increases 
above certain agreed percentages. 

P. S. C. Accountants’ Exhibit No, 
1 indicates the company acquired the 
property in 1916 after which it adopt- 
ed a policy of construction and reha- 
bilitation. Subsequent to 1917 the 
property was rebuilt in order to pro- 
vide unification of system frequency 
and voltage. 

The period which Commission en- 
gineers used in making their estimate 
is one during which an unusually large 
quantity of property was retired, as 
occasioned by the rehabilitation and 
rebuilding. Whether retirements in 
the future will keep pace with past ex- 
perience, is, of course, not a problem 
which may be positively answered, but 
in the light of company history it is 
not likely that the rate of retirement 
will become greater. In addition, the 
introduction and use of better ma- 
terials of construction, such as treated 
poles instead of untreated poles, should 
result in lowered retirement rates in - 
future years. 

[41, 42] The estimates of depre- 
ciation submitted in the appraisals of 
the respective engineers were not based 
upon straight-line theory. We are of 
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the opinion that depreciation and the 
annual depreciation allowance are 
closely related and that they should 
not be computed by unlike methods. 
The accumulation of a reserve by 
straight-line percentages will general- 
ly build up a fund far in excess of the 
accrued depreciation. The method of 
calculating the annual rate suggested 
by the Commission engineers tends to 
consider the accrued depreciation and 
to provide for the property which has 
become nonuseful. Although, as 
pointed out by the company, the Com- 
mission engineers’ method fails to 
consider changes in price levels, it 
covers a period of extensive recon- 
struction and provides for the retire- 
ment of purchased property which 
may not have been worn out entirely 
while owned by the Kansas City Pow- 
er & Light Company. Neither do 


the Commission engineers give any 


weight to the change in type of con- 
struction materials which in certain 
instances, such as poles, are now con- 
siderably longer lived than formerly. 


Although the estimate prepared by 
the company engineers does not differ 
greatly from the Commission engi- 
neers’ estimate, we deem it best to re- 
ject the former because of the straight- 
line method followed. 

A glaring discrepancy in the com- 
pany calculation is found in the pole 
account for which the expected life 
for annual depreciation allowance pur- 
pose was estimated to be twenty-five 
years with no salvage, while for the 
purpose of determining depreciation, 
the life expectancy of poles was thirty- 
four and four tenths years with 30 
per cent salvage. Of course, the pole 
account includes items other than poles, 
but poles represent more than 50 per 
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cent of the account. The use of two 
measures for depreciation is entirely 
unwarranted. 

[43] The testimony of the engineer 
for the interveners cannot be used 
as a basis for establishing an allow- 
ance. The Commission agrees with 
his opinion that annual accruals should 
be adjusted to conform with the actual 
experience on the property in question. 
It appears that the estimate of the 
Commission engineers is the closest ap- 
proach to the company’s actual expe- 
rience. 

After careful consideration of the 
record made in this case on the subject 
of annual depreciation requirement, 
the Commission concludes that the re- 
serve is now more than ample to cover 
the amount of accrued depreciation in 
the property and that at this time there 
appears to be no need for a further 
increase in the ratio of the reserve 
to the depreciable investment. 


[44] It appears that if the accruals 
to the reserve are adjusted to the ex- 
tent that they will provide for retire- 
ments made currently and also keep 
the ratio of the reserve to investment 
in depreciable property fixed at its 
present level, the company and investor 
will be amply safeguarded, a sufficient 
buffer will be provided for large, un- 
foreseen retirements, and a proper and 
equitable contribution will be made by 
the consumer for the property worn 
out in his service. 

The Commission will require the 
company to set aside annually for its 
electric department reserve $1,585,000 
plus 2.85 per cent of net additions of 
depreciable property subsequent to De- 
cember 31, 1937; for its steam-heating 
department $85,000 plus 2.80 per cent 
of net additions of depreciable proper- 
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ty subsequent to December 31, 1937; 
and for its water department at Bruns- 
wick $650 plus one per cent of net ad- 
ditions of depreciable property subse- 
quent to December 31, 1937; and at 
Carrollton $2,100 plus one per cent of 
net additions of depreciable property 
subsequent to December 31, 1937. 


XVII. REVENUES AND EXPENSES 


The Commission accountants intro- 
duced several exhibits showing their 
estimates of the operating revenues, 
operating expenses, and net revenues 
available for deperciation and return. 
Exhibit CA-1, pp. 78 et seq., shows 
the foregoing items for each of the 
operating divisions and departments, 
after applying the accountants’ ad- 
justments, for the year ended July 31, 
1936. Exhibit CA-3 shows further 
adjustments of the net revenues stat- 
ed in Exhibit CA-1, giving effect to 
changes in revenues and expenses sub- 
sequent to the date of Exhibit CA-1. 
Exhibit CA-3, Statement No. 5, 
shows the net revenues for the year 
ended December 31, 1937, Missouri 
electric department, with all of the 
aforementioned adjustments applied. 
Statement No. 9 of this exhibit shows 
the effect on the Missouri electric de- 
partment of still other adjustments of 
expenses, which are applicable to the 
net revenues for the year ended De- 
cember 31, 1937. 

Neither the company nor the inter- 
veners offered statements of revenues 
and expenses, however both parties 
contend that there are certain inac- 
curacies included in the accountants’ 
findings. 

The accountants’ estimates of net 
annual revenues available for depre- 
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ciation and return, and the periods in- 
volved, follow: 


Missouri electric department— 
December 31, 1937 

Kansas City heating department 
—July 31, 1936 

Missouri water department— 

July 31, 1936 

Carrollton 
Brunswick 


$7,629,928.54 
53,800.52 


Total Missouri water .... $14,287.87 


It will be observed that the periods 
in the foregoing table are not compara- 
ble; however, it is apparent that the 
heating and water departments are not 
earning an excessive rate of return and 
no rate revision is in order. There- 


fore, we shall confine our considera- 
tion to the net revenues of the electric 
department for the year ended Decem- 
ber 31, 1937, as shown in the table. 
For the purpose of this chapter we 
shall forego discussion of the uncon- 
tested adjustments of the company’s 


records included in the foregoing ta- 
ble, and consider only the adjustments 
included which are in controversy, the 
adjustments shown on Statement No. 
9 of Exhibit CA-3, an additional item 
of income taxes, and rate revisions 
not reflected in the table. 


Dues and Donations 


[45, 46] The accountants eliminat- 
ed from operating expenses certain 
dues and donations following a well- 
established precedent of the Commis- 
sion. 

The company contends that the 
greater portion of the elimination, in 
the amount of $59,045.03, should be © 
restored to operating expenses for the 
reasons that the items included are 
revenue-producing ; that they are used 
for purposes consistent with the spirit 
of the Federal Social Security Act; 
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that the Federal and state governments 
have amended their corporation tax 
laws to permit the deduction of these 
or similar contributions ; and that they 
are a legitimate charge to its consum- 
ers for sundry other reasons. 


While we grant that there may be 
merit in the company’s contentions, we 
have not lost sight of the reasons for 
our disallowance of similar items in 
previous cases. It is true that the 
great majority of these contributions 
are used for noble and humanitarian 
purposes, but it is our opinion that if 
the consumer wishes to donate to such 
organizations, that is his concern and 
should be a voluntary act on his part, 
and his contributions should not be 
duplicated in some instances and in 
others made compulsory and disguised 
by inclusion in rates for utility serv- 
ices. Further, the company contends 
that to refuse to so contribute would 
jeopardize its public relations and 
standing in the community. We agree 
with this argument, but we would en- 
large on the statement and say that it 
is our opinion that such contributions 
do not increase the essential cost or 
the value of the service rendered, but 
the benefits therefrom inure to the 
profit of the stockholders of the com- 
pany, who should bear the expense. 

We shall not reinstate the dues and 
donations eliminated by the account- 
ants, 


Management Fee 


[47, 48] The Commission account- 
ants eliminated from operating ex- 
penses the management fee in the 
amount of $48,508.25, paid by the 
company to the United Light and Pow- 
er Engineering and Construction Com- 


pany, for all departments. The ac- 
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countants stated that if the company 
should present evidence that this sum 
represented the actual cost of services 
rendered, and that the services were 
necessary, then the amount should be 
reinstated in operating expenses. 
Statement 9 of Exhibit CA-3 shows 
the amount which would be restored 
to the Missouri electric department in 
the event the charge is deemed proper. 

The company witness offered evi- 
dence in substantiation of the propriety 
of the fee. Major services furnished 
were annual audit, savings on pur- 
chases (quantity discounts), salaries 
of officer and assistants, legal serv- 
ices, and expenses in Case No. 6576 
(1/10 total). 

In addition to the foregoing items, 
the witness testified that there were 
many additional services performed, 
which were not of record and which 
could not be appraised, but which 
would make a total well in excess of 
the payment. 


The witness further stated that the 
United Company had filed its intention 
to register with the Securities and 
Exchange Commission, pursuant to 
the provisions of the Public Utility 
Holding Company Act of 1935, which 
provisions prohibit a holding company 
from selling goods or services to a 
subsidiary at more than cost. 

The cross-examination of the com- 
pany witness questioned the necessity 
of certain items of service included 
in the table. In view of the fact that 
the services were actually rendered, 
and in the absence of any probative 
evidence that they were not necessary, 
we believe the question to be one of 
management and one which we shall 
not challenge. The other items in 
the table are costs which the company 
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would definitely have to meet, were 
there no management contract. We 
will accept the filing of intention to 
register with the Securities and Ex- 
change Commission as _ conclusive 
proof that the services were rendered 
at cost. 

We shall, therefore, reinstate in op- 
erating expenses the proportionate part 
of the management fee applicable to 
the electric department in Missouri, 
$46,928.46, as shown on Statement 
No. 9 of Exhibit CA-3. 


Cost of Calendars 


[49] The Commission accountants 
included in operating expenses the to- 
tal cost of printing and delivering the 
calendars the company distributes an- 
nually, throughout its territory. The 
total cost involved amounts to approx- 
imately $6,100. 

Counsel for the interveners offered 
one of the calendars in evidence, and 
brought out by cross-examination that 
while the face of the sheets of the 
calendar embodied legitimate adver- 
tising, the reverse sides were confined 
to advertising matter foreign to the 
promotion of the sale of energy. The 
Commission witness testified that ad- 
vertising of the nature of that shown 
on the reverse of the calendar was 
grounds for excluding the cost from 
operating expenses. 

Weare of the opinion that the prop- 
er disposition of the cost of the cal- 
endars is an apportionment based up- 
on the information contained therein. 
This results in assigning one-half of 
the cost, represented by the face side 
of the calendars, to new business ad- 
vertising operating expense, and one- 
half, represented by the reverse side, 
to deductions from gross income. 
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We shall, therefore, eliminate from 
operating expenses one-half of the cost 
of the calendars included therein or 
$2,100. 


Increased Social Security and Unem.- 
ployment Taxes 


The Commission accountants stat- 
ed that they had not included in op- 
erating expenses any payments under 
the Federal Social Security Act. They 
included a table showing the annual 
payments, projected through 1949 at 
which time the rate was to have be- 
come stabilized. 

As this report is being written, Con- 
gress has amended the law so that 
there will be no increase in rates until 
1942. 

It is our opinion that a proper allow- 
ance for this item is the rate in effect 
during the years 1938, 1939, 1940, 
applied to the taxable payroll during 
the audit period. 

We shall increase the electric operat- 
ing expenses in Missouri by the differ- 
ence between the 1937 estimate, $79,- 
813.44, and the estimate for 1938, 
1939, $106,417.92, or an increase of 
$26,604.48. 


Additional Federal and State Income 
Taxes 


The company has recently settled ad- 
ditional Federal income and excess 
profits tax liabilities with the Bureau 
of Internal Revenue, for the years 
1935 and 1936. The adjustment was 
occasioned by the Federal authorities’ 
disallowance of a claim for deprecia- © 
tion in excess of that recorded by the 
company. 

For the year 1937, the period under 
review in this report, the additional 
taxes payable amount.to $84,802.03, 
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Federal, and $7,279.75, state of Mis- 
souri. 

We shall, therefore, increase operat- 
ing expenses of the Missouri electric 
department $82,423.95, its proportion- 
ate share of the above amounts. 


Miscellaneous Minor Items 


Statement No. 9 of Commission 
accountants’ Exhibit No. 3 shows sev- 
eral minor uncontested adjustments of 
increased operating expenses which 
are to be considered in addition to those 
previously discussed. A description 
and the amounts of such items, all ap- 
plicable to the Missouri electric depart- 
ment, follow: 

Sales tax increase applicable, 1/1/37 

to 6/8/37 $1,612.31 
Additional Federal tax on energy 3,816.59 
Freight increase—3/8/38 2,945.37 


Reallocation of property 15,941.35 
Additional regulatory Commission 
6,229.73 


expenses 
ee eriveseceves Saceees $30,545.35 


We shall increase operating expens- 
es of the Missouri electric department 
by this sum. 


Rate Reductions 


As set forth hereinbefore, certain 
rate reductions have become effective 
subsequent to December 31, 1937. 
Therefore, they are not reflected in 
the accountants’ estimate of net reve- 
nue available for depreciation and re- 
turn. 

The application of the rate reduc- 
tions based on company reports and es- 
timates to the Commission, amounting 


Net revenue available for depreciation and return 
Less annual depreciation provision (Chap. XVI) 


Net revenue available for return ......... Lekeuemes $31,199.48* 


* Deficit. 
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to $1,083,693, to the net revenue avail- 
able for depreciation and return at De- 
cember 31, 1937, will have an im- 
portant bearing in this case as indicat- 
ed under “Conclusion” in this chapter. 


Conclusion 


Summarizing our findings for op- 
erating revenues, operating expenses, 
and net operating revenues available 
for depreciation and return for the 
Missouri electric department for the 
year ended December 31, 1937, and 
giving effect to subsequent rate reduc- 
tions, we have the following: 


Accountants Net Revenues Avail- 
able for Depreciation and Re- 
$7,629,928.54 


Increase 
Cost of calendars 


Decrease 
Management fee ............ 
Social security and unemploy- 

ment taxes 
Additional income taxes 
Rate reductions 
Miscellaneous minor items .. 


2,100.00 


46,928.46 


26,604.48 
82,423.95 
1,083,693.00 

‘ 30,545.35 


Total—Net revenues avail- 
able for depreciation and 
$6,361,833.30 
Less—Annual depreciation 
provision—(Chap. XVI) 


1,585,000.00 


Net revenue available for re- 
$4,776,833.30 


As stated hereinbefore, we have not 
considered the net revenue available 
for depreciation and return on the 
heating and water properties ; however, 
for purposes of record, we tabulate the 
following for the year ended July 31, 
1936, 


Brunswick 
Water 
$720.84 
650.00 


$70.84 


Kansas City Carrollton 
Heating Water 
$53,800.52 $13,567.03 

85,000.00 2,100.00 


$11,467.03 
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XVIII. Rate or REtTuRN 


[50-52] A public utility corpora- 
tion is entitled to charge rates for serv- 
ice that will produce, over and above 
reasonable operating expenses includ- 
ing depreciation, a fair rate of return 
upon the present fair value of the 
property devoted to public service. 

In determining a proper rate of re- 
turn, consideration should be given to 
all relevant factors and the result 
should be one which, when considered 
in the light of past, present, and proba- 
ble future conditions, will not place 
undue burden upon the consumers or 
the company. 

We have weighed the evidence sub- 
mitted by the company in support of 
its claim for a rate of return of 7 per 
cent and that submitted by the inter- 
veners who recommended a rate of 
54 per cent. 


After considering all the evidence 
germane to the subject, we find that 
in order to furnish satisfactory service 
to the consumers and reasonable pro- 
tection to the utility, a rate of retum 
of 63 per cent should be allowed on the 
present fair value of its property de. 
voted to public service. 


XIX. ConcLusion 


On the basis of the present fait 
value of the Missouri electric proper. 
ty of $71,000,000, a 63 per cent re. 
turn would yield $4,615,000. The es. 
timated net annual revenue available 
for return on the basis of the year 
1937, after making adjustments and 
taking into consideration rate reduc- 
tions heretofore mentioned, will be at 
least $4,776,833.30. This calls fora 
further rate reduction. 
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Re New York Telephone Company et al. 


[Case No. 9688. ]} 


Discrimination, § 181 — Telephone toll rates — Differences in distance steps. 
A wide divergence between charges for telephone toll messages over dis- 
tances in one step of a rate schedule and charges in the next lower step, 
constituting a radical difference in charges for similar services, is unjustly 


discriminatory. 


Rates, § 586 — Telephone toll — Initial and overtime — Distance steps. 
Discussion of plan for changing initial period and overtime charges in 
telephone toll rate schedule in order to reduce a wide divergence between 
charges in one step and charges in the next lower step, p. 244. 

Rates, § 582 — Telephone — Toll charges — Divergence between steps — Charis. 
Charts showing divergence between charges in different steps of a telephone 


toll rate schedule, p. 247. 


[July 11, 1939.] 
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ee on motion of Commission as to toll rates and 
charges; changes made in toll rate schedules to eliminate wide 
divergence between steps. 


BREWSTER, Commissioner: This 
proceeding was instituted for the pur- 
pose of investigating the divergence in 
charges for toll messages, particularly 
for messages which include overtime, 
over routes of between 22 and 34 
miles. 

The rates for toll messages within 
New York state, with but few excep- 
tions, are based upon a mileage sched- 
ule with the result that the rates for 
messages Of like distances over all 
routes are the same. The following 
schedule shows the mileage schedule 
steps, the initial period rates, and the 
overtime charges for station-to-station 
messages for distances up to 120 miles: 


Distance 


8 miles 

8 miles but less than 

16 miles but less than 

22 miles but less than 

28 miles but less than 

34 miles: but less than 

40 miles but less than 

48 miles but less than 

64 miles but less than 

More than 80 miles but less than 

More than 90 miles but less than 100 miles 
More than 100 miles but less than 110 miles 
More than 110 miles but less than 120 miles 


Up to 

More than 
More than 
More than 
More than 
More than 
More than 
More than 
More than 


It will be noted that the initial pe- 
riod rate progresses in steps of 5-cent 
increases, and that the initial period 
is uniformly three minutes except for 
the four lowest steps where it is five 


minutes. The overtime charge for 
these four lowest steps is 5 cents per 
unit but the unit of overtime progres- 
sively decreases from three minutes to 
one minute. Beyond the four lowest 
steps the overtime period is uniformly 
one minute and the overtime charge 
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per minute is one-third of the initial 
period rate computed to the next low- 
est multiple of 5 cents where one-third 
of the initial period rate is not a mul- 
tiple of 5 cents. The charges for sta- 
tion-to-station toll messages for pe- 
riods up to eleven minutes for dis- 
tances up to 120 miles are shown 
graphically on Chart I. 

From this chart it will be seen that 
the widest divergence occurs between 
the 22-28-mile and the 28~-34-mile 
steps. This divergence is such that 
for messages of five minutes or more 
the charge in the 28-34-mile step is 
just twice that in the 22-28-mile step. 
Such wide divergence does not occur 


Overtime 
Rate Minutes 


Initial period 
Minutes 
: 5 
15 
.20 
25 


WWW WWW wwwunn 
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in the schedule of charges for person- 
to-person messages. 

The divergence between the charges 
for messages above the initial period at 
any point in the schedule is caused by 
a change in the overtime rate or in the 
length of the initial period. The di- 
vergence between the 22-28-mile and 
the 28-34-mile steps is particularly 
pronounced as at this point both causes 
of divergence are present, i. e., an in- 
crease in the overtime rate from 5 
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cents to 10 cents per minute and a de- 
crease in the initial period from five 
minutes to three minutes. 

This wide divergence could be over- 
come by an overtime charge per min- 
ute between 5 cents and 10 cents but 
this does not appear feasible in view 
of the fact that the company’s coin box 
equipment is designed to receive 
amounts only in multiples of 5 cents. 
More than 120,000 of the company’s 
telephone stations are equipped with 
coin boxes. Also the inconvenience of 
other than 5-cent multiples probably 
would be objectionable to the public. 
Increases of 5 cents per minute in ov- 
ertime charges are constant in the pres- 
ent schedule at every third rate step 
above 28 miles. While this occurs at 
every third step, the increase from 5 
cents to 10 cents has a more pro- 
nounced effect than other 5-cent in- 


creases as it is an increase of 100 per 
cent, whereas the percentage increase 
diminishes as the distance increases. 


There were presented in evidence 
descriptions of several methods by 
which the divergence in question might 
be reduced. There follows an outline 
of each of these methods. 

One method suggested by the tele- 
phone company is to reduce the initial 
period for all messages up to 28 miles 
from five to three minutes. While 
this method would reduce materially 
the divergence between the 22-28-mile 
and the 28-34-mile steps, it would in- 
crease the annual cost to the public of 
toll service by some $900,000 and 
would be contrary to the natural char- 
acteristic of longer conversations over 
the shorter distances. This character- 
istic is given recognition in the longer 
initial periods for the shorter distances 
in the present schedule. 
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Another suggestion by the telephone 
company is to reduce the initial period 
for the 16-22-mile step from five ty 
four minutes and for the 22-28-mik 
step from five to three minutes, and to 
increase the overtime charge on me. 
sages in the 16-22-mile step from 5 
cents for two minutes to 5 cents per 
minute. This plan would reduce the 
divergence between the 22—28-mile and 
the 28-34-mile steps to the same extent 
as the plan outlined above. However, 
it would increase the costs of toll serv- 
ice about one-third as much, or $313. 
000. 

A third plan suggested by the tek. 
phone company is merely to reduce the 
initial period on messages in the 22- 
28-mile step from five to four minutes. 
By this plan the divergence in question 
would be reduced only slightly and the 
costs of toll service would be increased 
$54,000 per year. 

A plan suggested by the Commis. 
sion’s engineer reduces the divergence 
between the 22-28-mile and the 28- 
34-mile steps more than any of the 
other suggestions and at the same time 
does not disturb materially the present 
toll schedule. This plan consists mere- 
ly of increasing the initial period of 
the 28-34-mile step from three to five 
minutes and of the 34—40-mile step 
from three to four minutes. It is es 
timated that this plan would reduce 
toll revenues by about $135,000 with 
no increase at any point. 

In addition to the revenue loss, ob- 
jection to this plan was made on the 
technical ground that it violates the 
principle of overtime charges, that the 
charge per minute of overtime shal 
not exceed the average charge per min- 
ute during the initial period. By ex 
tending the initial period of the 28-3+ 
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mile step (for which the initial period 
rate is 30 cents) to five minutes, the 
initial period rate per minute becomes 
6 cents, whereas the overtime charge 
is 10 cents per minute. By increasing 
the initial period of the 34—40-mile step 
(for which the initial period rate is 35 
cents) to four minutes, the initial 
period rate per minute becomes 8} 
cents, whereas the overtime charge is 
10 cents per minute. 


This objection can be overcome 
largely by making the initial period in 
the 28-34-mile step four minutes (in- 
stead of five minutes as provided in the 
Commission’s engineer’s plan) and the 
overtime rate 5 cents per minute in- 
stead of 10 cents. Then only in the 
34-40-mile step would the overtime 
per minute (10 cents) exceed the av- 
erage charge per minute (8} cents) 
during the initial period. The plan 
suggested by the Commission’s engi- 
neer with these modifications is shown 
graphically on Chart II. 

The extent to which each of the sev- 
eral plans suggested would reduce the 
wide divergence in the present toll 
schedule may be expressed in the ra- 
tios of the charges at the upper limit 
of the divergence to the charges at the 
lower limit. The following table 
shows such ratios of the present 
schedule and of each of the suggested 
plans : 


Minutes schedule 


Plans suggested by 
New York Teleph. Co. 
Present First two plans 
(same ratios) 


It will be observed that the plan 
suggested by the Commission’s en- 
gineer and the modification thereof 
reduce the wide divergence to about 
the same extent, and that both of these 
arrangements reduce the divergence 
more than any of the suggestions of 
the New York Telephone Company. 
The Commission’s engineer’s plan, as 
modified, differs from the others in 
that the widest remaining divergence 
occurs between the 28-34-mile and 
34—40-mile steps, whereas in the pres- 
ent schedule and in all of the other 
plans suggested the widest divergence 
occurs between the 22—28-mile and the 
28—34-mile steps. 


Of the several plans suggested the 
Commission’s engineer’s plan, as mod- 
ified, appears to be the most feasible. 
It does not appear that any plan can 
be devised which does not have some 
objectionable features. Thus, we are 
confronted with the relative impor- 
tance of the divergence in the present 
schedule as compared with the objec- 
tionable features in what appears to 
be the most feasible plan of reducing 
the divergence. 

The divergence in the present sched- 
ule is such that for messages of five 
minutes or more the charge in the 28— 
34-mile step is just twice that in the 
22-28-mile step. This is a radical in- 
crease between adjacent rate steps. 


Plan suggested by 
Commission’s engineer 
Third As As 

plan submitted modified 


$1.17 
1.17 
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On the other hand, the objections 
raised to the plan suggested by the 
Commission’s engineer would apply, 
although not with the same force, to 
the modification thereof as outlined 
herein. These objections consist of 
(1) the overtime charge per minute 
of 10 cents would exceed the average 
charge per minute of 8? cents during 
the initial period in the 34—-40-mile 
step, (2) the alleged operating diffi- 
culties resulting from differences be- 
tween the intrastate and interstate 
schedules, and (3) the loss in toll reve- 
nue of about $200,000. 


No toll user should object because 
the overtime charge per minute in the 
34—40-mile step exceeds the average 
charge per minute during the initial 
period, since, through the lengthening 
of the initial period from three to four 
minutes, he would be getting an addi- 
tional minute of conversation without 
additional charge. This amounts to 
a reduction of 10 cents in the total 
charge for all messages of over three 
minutes in the 34—40-mile step. 


At the present time the rate sched- 
ules for intrastate and interstate toll 
messages are the same except for the 
distances in the mileage steps. For 
example, the 30-cent initial period rate 
has the same initial period and the 
same overtime charge per minute in 
both schedules, differing only in the 
distances covered in this step in the 
two schedules. In quoting toll rates or 
computing toll charges the operator is 
not concerned with the particular dis- 
tances but rather with the initial period 
rate between the points in question. 
Knowing the initial period rate, the 
total charge for a message including 


overtime is determined by reference to 
a table of precomputed charges. Some 
confusion and errors might result from 
having different initial periods for the 
30-cent and 35-cent rates in the inter. 
state and intrastate schedules. 

The effect of the Commission’s en- 
gineer’s plan, as modified, upon the 
revenue of the telephone companies js 
not relatively substantial. The reduc. 
tion of some $200,000 represents but 
six-tenths of 1 per cent of total toll 
revenues of about $32,500,000. 

I believe that the wide divergence be- 
tween the 22—28-mile and the 28-34. 
mile steps in the present toll schedule 
is a more serious fault than the com- 
bined objections to the plan of the 
Commission’s engineer, as modified. 

Based upon the facts of record, I find 
that because of the differences between 
charges for similar service, differing 
only as to distance between toll rate 
centers, for example, the divergence 
between the charges in the 22-28-mile 
and the 28-34-mile steps, such charges 
are unduly and unreasonably preferen- 
tial and prejudicial and unjustly dis- 
criminatory. 

I recommend that an order be made 
directing that the following changes 
be made in the toll rate schedules of 
the telephone companies named in the 
title of this proceeding: 

1. Increase the initial periods of the 
28-34-mile and 3440-mile steps from 
three minutes to four minutes. 

2. Reduce the overtime charge in 
the 28—34-mile step from 10 cents per 
minute to 5 cents per minute. 


Chairman Maltbie, and Commis- 
sioners Van Namee and Lunn concur; 
Commissioner Burritt not present. 
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RE NEW YORK TELEPHONE CO. 


CHART I 























Causes of Divergence 


Increase of 5¢ (15-20¢) per 
minute of overtime 


Increase in initial rate 


Increase of 5¢ (10-15¢) per 
minute of overtime 


Increase in initial rate 


Increase of 5¢ (5-10¢) per 
minute of overtime 


Increase in initial rate 
Decrease of initial period 
from 5 to 3 minutes 


Decrease from 2 to 1 minute 
of overtime unit period 
Increase in initial rate 
Increase in initial rate 


Decrease from 3 to 2 minutes 
of overtime unit period 


Increase in initial rate 
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Length of conversation—Minutes 
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NEW YORK DEPARTMENT OF PUBLIC SERVICE 
CHART II 


Proposed Changes 


| No change 





Initial period increased from 
3 to 4 minutes 


Toll Charge 


3 to 4 minutes and overtime 
charge reduced from 10¢ per 


{ Initial period increased from 
minute to 5¢ per minute 


+ No change 














Length of conversation—Minutes 
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UNITED STATES DISTRICT COURT, E. D. KENTUCKY 


Kentucky Natural Gas Corporation 
Public Service visieitann of 


Kentucky et al. 


[No. 906.] 
(28 F. Supp. 509.) 


Judgment, § 1 — Declaratory judgment — Federal and state regulation. 


1, An actual controversy entitling complainant to invoke the Declaratory 
Judgment Act exists in a proceeding for judgment declaring complainant’s 
business to be immune from state regulation, where the complainant con- 
tends that it is engaged solely in interstate commerce as against the con- 
tention of the state Commission that the complainant is engaged in intrastate 
commerce in certain activities, and where the other prerequisites of Federal 
jurisdiction are present, p. 251. 


Interstate commerce, § 37 — Regulation — Natural gas system. 


2. Regulation of the business of a gas company is national rather than local, 
demanding a standard of uniformity attainable only through a single para- 
mount authority, where the business is a closely integrated system which 
is mainly interstate in character, where regulation of one phase of its activi- 
ties would affect the whole system, and where the sale and delivery of gas 
at wholesale from its interstate pipe line to local distributing companies con- 
stitutes an integral part of the major enterprise, commerce between the 
states, p. 252. 


Interstate commerce, § 2 — Regulation by Congress — Gas business. 


3. Congress rather than the states must prescribe the final and dominant 
rule governing interstate and intrastate activities of a gas company which 
are so related that the government of the one involves the control of the 
other, p. 252. 


Interstate commerce, § 5 — Federal and state powers — Gas business. 


4. The power conferred upon the Federal Power Commission to regulate 
interstate natural gas companies is paramount and excludes a state Com- 
mission from regulating the company’s business even though some gas from 
the interstate system is sold in the state of origin, p. 253. 


Interstate commerce, § 30.1 — State regulation — Assessments for Commission 
maintenance — Legality. 
5. Assessments against an interstate’ gas company for the maintenance of 
a state Commission which has no constitutional power to regulate the com- 
pany’s business are unenforceable, p. 253. 
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Courts, § 15 — Jurisdiction over Federal Commission — Proper district. 
6. The Federal Power Commission and its individual members in their off. 
cial capacity are exempted from suit in any district other than the District 


of Columbia, p. 254. 


[July 17, 1939.] 


 epremanesy against the Kentucky Commission for declaratory 
judgment that complainant’s gas business in Kentucky is 
immune from state regulation, wherein complainant seeks to 
make the Federal Power Commission a party defendant; mo- 
tion to make Federal Power Commission a party dismissed and 
judgment entered in conformity with opinion. 


APPEARANCES: Cary, Miller & 
Kirk, of Owensboro, Ky., for com- 
plainant; Hubert Meredith, Attorney 
General, and J. W. Jones, Assistant 
Attorney General, for defendants; 
John T. Metcalf, U. S. District Attor- 
ney of Lexington, Ky., David W. 
Robinson, Jr., General Counsel, Fed- 
eral Power Commission, of Columbia, 
S. C., Louis W. McKernan, Principal 
Attorney, Federal Power Commission, 
of New York city, and Robert M. 
Cooper, Special Assistant to Attorney 
General, for Federal Power Commis- 
sion; Faurest & Faurest, of Elizabeth- 
town, Ky., amicus curiz. 


Forp, D. J.: Complainant, a Dela- 
ware corporation, is engaged in the 
production and purchase of natural 
gas in the gas fields of western Ken- 
tucky and southern Indiana. By 
means of an extensive system of pipe 
lines, it transports the gas so procured 
in interstate commerce between the 
states of Kentucky and Indiana. 

Kentucky gas is taken from what 
is known as the “Center” field in Hart 
county and other gas fields in that sec- 
tion of the state. The gas from this 
source passes immediately from gath- 
ering lines into a trunk pipe line sever- 


al hundred miles in length, ranging 
from 8 to 12 inches in diameter ex- 
tending from Hart county westward, 
then in a northern direction crossing 
the Ohio river near Henderson, Ky., 
and Evansville, Ind., thence north- 
ward through Indiana to a point be- 
yond the cities of Terre Haute and 
Montezuma, where connection is made 
with the Indiana Gas Transmission 
line and the Panhandle Eastern Pipe 
Line. 

Another supply of gas is derived 
from the “Troy” field in southern In- 
diana from which a similar pipe line 
crossing from Indiana into Kentucky 
at or near Cannelton conveys a con- 
tinuous flow of gas under high pres- 
sure into Kentucky connecting with 
the first mentioned line at a point 
south of Henderson, where the In- 
diana and Kentucky gas is commingled 
and turned north to Indiana or south 
into Kentucky as the varying condi- 
tions of the business from time to time 
require. 


A third source of supply is from 


the Panhandle Eastern Pipe Line in 
northern Indiana through which gas 
is received from the fields of Texas, 
Kansas, and other states of the South- 
west. 
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Acontinuous flow of gas under high 
pressure is maintained at all times 
throughout the entire system. The 
system is So equipped with automatic 
mechanisms that when the pressure 
is higher in Kentucky than in Indiana 
the gas flows from Kentucky to In- 
diana, and when pressure is lower in 
Kentucky the direction of the flow is 
automatically reversed. 


Along the course of this interstate 
pipe line complainant sells gas in Ken- 
tucky and Indiana at wholesale, under 
high pressure, at city gates, to many 
local public utility companies, which 
in turn reduce the pressure according 
to their needs and sell and distribute 
the gas at retail to domestic and in- 
dustrial consumers. The complainant 
sells no gas directly to consumers. 
With the exception of the Western 
Kentucky Gas Company, a_ wholly 
owned subsidiary, the complainant has 
no interest in or connection with any 
local distributing company operating 
in Kentucky. From June 14, 1934, to 
December 31, 1937, the affiliated com- 
pany distributed only 772,055 thou- 
sand cubic feet out of a total of 2,- 
692,140 thousand cubic feet of gas 
sold by complainant in Kentucky dur- 
ing that period. 

The evidence shows that although 
prior to 1938 the complainant secured 
approximately 70 per cent of its entire 
supply from the gas fields of Ken- 
tucky, only about 30 per cent of its 
gas was sold in Kentucky. It is obvi- 
ous, however, that substantial varia- 
tion in such conditions, from time to 
time, is inherent in the nature of the 
business. This is evidenced by the 
fact that in the first three months of 
1939 from 47 to 53 per cent of the 
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gas sold in Kentucky was brought in 
from outside the state, principally 
from the Panhandle Eastern Pipe 
Line. In order to be assured of ade- 
quate supply under all conditions, the 
complainant has made contracts for 
large supplies of gas from the Pan- 
handle Eastern Pipe Line, has ex- 
tended its gathering lines to new gas 
fields in Illinois, and has adopted the 
policy of taking gas ratably and pro- 
portionately from the several sources 
of supply. 

[1] The defendant, Public Service 
Commission of Kentucky, has assert- 
ed and now asserts that, by virtue of 
§ 3952-1 et seq. of the Statutes of 
Kentucky, it has the power and author- 
ity to exercise jurisdiction and control 
over the complainant with respect to 
all its Kentucky gas sales contracts, its 
Kentucky gas purchase contracts, its 
prices paid for gas and prices for 
which it sells gas in Kentucky and in 
all respects to regulate complainant’s 
business in Kentucky as an intrastate 
utility. This litigation had its origin 
in two separate actions instituted by 
the complainant challenging the validi- 
ty of certain orders made by the Com- 
mission by which it disclosed its pur- 
pose to exercise such jurisdiction. The 
actions were consolidated and by sub- 
sequent amendment of its bill of com- 
plaint the plaintiff converted the con- 
solidated action into a_ proceeding 
under the Federal Declaratory Judg- 
ment Act, Judicial Code, § 274d, 28 
USCA § 400, seeking a declaratory 
judgment that complainant’s business 
in Kentucky is immune from such reg- 
ulation as is threatened by the Com- 
mission for the reason that it would 
create a forbidden burden upon inter- 
state commerce and an infringement 
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of the due process and equal protec- 
tion provisions of the Fourteenth 
Amendment, USCA Const. 

Since the institution of the action, 
Congress has passed the Federal “‘Nat- 
ural Gas Act,” approved June 21, 
1938, 15 USCA §§ 717-717w, com- 
mitting to the Federal Power Commis- 
sion the regulation of all matters re- 
lating to the transportation and sale 
of natural gas in interstate com- 
merce. 

Complainant contends (1) that it is 
engaged solely in interstate commerce ; 
(2) that its sale and delivery of gas 
from its interstate pipe lines, at city 
gates at wholesale, under high pres- 
sure, to local distributing companies 
is merely an incidental part of its in- 
terstate commerce and immune from 
state regulation or control; (3) that 
its business, being entirely interstate, 


is subject only to the regulation and 
control of the Federal Power Com- 
mission under the authority conferred 
by the Federal Natural Gas Act. 


It is the contention of the defend- 


ant, Public Service Commission of 
Kentucky, (1) that, in transporting 
gas from fields in Kentucky to pur- 
chasers within the state, the com- 
plainant is engaged in intrastate busi- 
ness; (2) that such transactions are 
and should be treated as separate and 
distinct, notwithstanding their rela- 
tion to interstate business, and as such 
are subject to regulation and control 
by the Kentucky Commission in all re- 
spects, as provided by the Kentucky 
Act. 

It thus sufficiently appears from the 
record that there is an actual contro- 
versy entitling complainant to invoke 
the Declaratory Judgment Act. A®tna 
Life Ins. Co. v. Haworth (1937) 300 
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U. S. 227, 81 L. ed. 617, 57 $ & 
461, 108 A.L.R. 1000. Other pre. 
requisites to Federal jurisdiction are 
present. 

[2] The record shows that the busi. 
ness of the complainant is a closely in. 
tegrated transportation system which 
is fundamentally and predominantly 
interstate in character from beginning 
to end. In structure and operation, 
such continuity exists throughout the 
system that regulation at one point or 
control of a single activity would nec- 
essarily affect the whole structure. 
The sale and delivery of gas at whole- 
sale from the interstate pipe line to lo- 
cal distributing companies is an inte- 
gral part of the major enterprise, com- 
merce between the states. Under such 
circumstances, regulation in the public 
interest is national rather than local, 
demanding a standard of uniformity 
unattainable except through a single 
paramount authority. See State ex 
rel. Barrett v. Kansas Nat. Gas Co. 
265 U. S. 298, 68 L. ed. 1027, P.ULR. 
1924, 78, 44S. Ct. 544; Public Util- 
ities Commission v. Landon, 249 U.S. 
236, 63 L. ed. 577, P.U.R.1919C, 
834, 39 S. Ct. 268; Mississippi Tax 
Commission v. Interstate Nat. Gas 
Co. (1931) 284 U. S. 41, 76 L. ed. 
156, 52 S. Ct. 62; Public Utilities 
Commission v. Attleboro Steam & 
Electric Co. 273 U. S. 83, 71 L. ed. 
549, P.U.R.1927B, 348, 47 S. Ct. 
294. 

[3] Congress has seen fit to exer- 
cise its authority over this particular 
type of commerce by the enactment of 
the Natural Gas Act. The commerce 
clause of the Constitution, USCA 
Const. art. 1, § 8, cl. 3, admits of no 
divided authority in the national field. 
“Wherever the interstate and intrastate 
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ransactions of carriers are so related 
hat the government of the one in- 
volves the control of the other, it is 
Congress, and not the state, that is 
entitled to prescribe the final and dom- 
inant rule . . .” See Currin v. 
Wallace (1939) 306 U. S. 1, 11, 83 
L. ed. 441, 59 S. Ct. 379, 385, and 
cases cited therein. 

[4] The established course of busi- 
ness being predominantly interstate, 
the mere fact that some gas from the 
interstate stream is sold and delivered 
in the state of its origin affords that 
state no superior power to regulate 
or control the transaction. Pennsyl- 
vania v. West Virginia, 262 U. S. 553, 
67 L. ed. 1117, P.U.R.1923D, 23, 43 
S. Ct. 658, 32 A.L.R. 300; Public 
Utilities Commission v. Attleboro 
Steam & Electric Co. supra; West v. 
Kansas Nat. Gas Co. (1911) 221 U. 
§, 229, 55 L. ed. 716, 31 S. Ct. 564, 35 
L.R.A.(N.S.) 1193; United Fuel Gas 
Co. v. Hallanan (1921) 257 U. S. 
277, 66 L. ed. 234, 42 S. Ct. 105. 

The contention of the defendant 
that the cases, People’s Nat. Gas Co. 
v. Pennsylvania Pub. Service Commis- 
sion, 270 U. S. 550, 70 L. ed. 726, 
P.U.R.1926D, 187, 46 S. Ct. 371, and 
Lone Star Gas Co. v. Texas (1938) 
304 U. S. 224, 82 L. ed. 1304, 24 
P.U.R.(N.S.) 119, 58 S. Ct. 883, 
prescribe a different rule seems un- 
tenable. Those cases are distinguisha- 
ble from the instant case in that in 
each case the predominant business in- 
volved was intrastate. Interstate com- 
merce involved was so negligible as to 
be merely incidental to a course of 
business clearly local in character. 

Cases upholding certain forms of 
state taxation affecting interstate fa- 
cilities and activities employed within 
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the state are not in conflict with these 
views. It has been uniformly held 
that those engaged in interstate com- 
merce must bear their just share of the 
tax burden in the states of operation 
and that many forms of state taxation, 
properly directed to that end, are not 
inhibited when fairly apportioned to 
activities within the state. See 
Western Live Stock v. Bureau of Rev- 
enue (1938) 303 U. S. 250, 82 L. ed. 
823, 58 S. Ct. 546, 550, 115 A.L.R. 
944; Coverdale v. Arkansas-Louisi- 
ana Pipe Line Co. (1938) 303 U. S. 
604, 82 L. ed. 1043, 58 S. Ct. 736; 
Milk Control Board v. Eisenberg 
Farm Products (1939) 306 U. S. 
346, 83 L. ed. 752, 59 S. Ct. 528. 

The courts recognize a wide distinc- 
tion between properly apportioned tax- 
ation and direct regulation such as is 
here sought to be exercised. “ 
not every local law that affects com- 
merce is a regulation of it in a consti- 
tutional sense .’ Western Live 
Stock v. Bureau of Revenue, supra, 
at p. 259 of 303 U.S. Taxes affect- 
ing commerce only indirectly and re- 
motely are not regarded as regulatory 
measures and hence admit of differ- 
ent treatment in the practical solution 
of the problem of reconciling conflicts 
which arise under our dual form of 
government. 

My conclusion is that such local ac- 
tivities as are here shown to be present 
are insufficient to carry them into the 
field of state authority. Jurisdiction 
to regulate the business of the com- 
plainant herein involved has been con- 
ferred by Congress upon the Federal 
Power Commission. Its authority is 
paramount and exclusive. 

[5] Exercise of regulatory and su- 
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pervisory functions in respect to the 
complainant’s business not being with- 
in the constitutional power of the state 
Commission, it necessarily follows 
that assessments against the complain- 
ant for the maintenance of the Com- 
mission are unenforceable. In the case 
of Ingels v. Morf (1937) 300 U. S. 
290, 294, 81 L. ed. 653, 57 S. Ct. 439, 
441, it is said: “To justify the exac- 
tion by a state of a money payment 
burdening interstate commerce, it 
must affirmatively appear that it is 
demanded as reimbursement for the 
expense of providing facilities, or of 
enforcing regulations of the com- 
merce which are within its constitu- 
tional power.” 


These conclusions, however, have 
no reference to the plenary power of 
the state Commission to regulate the 
distribution of gas by local distributing 
companies which purchase their sup- 
ply at wholesale from the complainant, 
nor to the power of the Commission 
to require complainant to disclose to 
the Commission all information appro- 
priate to any inquiry as to the relations 
between the complainant and its vari- 
ous wholesale customers, bearing upon 
the absence of “‘arm’s length bargain- 
ing” or other facts and circumstances 
proper to be considered by the Com- 
mission in fixing reasonable rates gov- 
erning local distribution. Natural Gas 
Pipeline Co. v. Slattery (1937) 302 
U. S. 300, 82 L. ed. 276, 21 P.U.R. 
(N.S.) 255, 58 S. Ct. 199; Arkansas 
Louisiana Gas Co. v. Department of 
Public Utilities (1938) 304 U. S. 61, 
82 L. ed. 1149, 23 P.U.R.(N.S.) 337, 
58 S. Ct. 770. 

[6] By an amendment filed on 
March 2, 1939, the plaintiff sought to 
make the Federal Power Commission 
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a party defendant. Summons wa 
served in the District of Columbia q 
each of the individual members, why 
promptly appeared specially an 
moved to dismiss the amended bill an 
quash the return of service of sun. 
mons upon each of them. 

The Federal Power Commission 
one of the executive departments of 
the National Government located x 
Washington in the District of Colum. 
bia. The provisions of § 51 of th 
Judicial Code, 28 USCA § 112, clea 
ly exempt this Commission and the 
individual members thereof, in their 
official capacity, from suit in any other 
district. Butterworth v. Hill (1885) 
114 U. S. 128, 29 L. ed. 119, 5 S.Ct 
796; Munter v. Weil Corset Co, 
(1923) 261 U. S. 276, 279, 67 L. ed. 
652, 43 S. Ct. 347; Robertson v. Rail- 
road Labor Board (1925) 268 U.S. 
619, 624, 69 L. ed. 1119, 45 S. Ct 
621; Appalachian Electric Power Co, 
v. Smith (1933) 67 F. (2d) 451; 
Canon v. Robertson (1929) 32 F. 
(2d) 295 ; Carr v. Desjardines (1936) 
16 F. Supp. 346, 347; Jamestown 
Veneer & Plywood Corp. v. National 
Labor Relations Board (1936) 13F. 
Supp. 405, 406; Bradley Lumber Co. 
v. National Labor Relations Board 
(1936) 84 F. (2d) 97; Yarnell v. 
Hillsborough Packing Co. (1934) 70 
F. (2d) 435, 436; Abe Rafelson Co. 
v. Tugwell (1935) 79 F. (2d) 653; 
Webster Co. v. Society for Visual Et- 
ucation (1936) 83 F. (2d) 47; Net 
bo Co. v. Bethlehem Shipbuilding 
Corp. (1939) 103 F. (2d) 765. 

The motion filed on behalf of the 
Federal Power Commission and its 
individual members must be sustained 
for lack of jurisdiction over them in 
this district. 
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Let formal findings of fact and con- ment in conformity herewith, be sub- 
jusions of law, together with judg- mitted for entry. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Lodi Telephone Company 


[2-U-1478.] 


Rates, § 570 — Telephones — Seasonal service. 
1. Seasonal telephone rates must necessarily be higher than rural rates in 
proportion to the length of time that the service is used, if seasonal service is 
to bear its fair share of costs of operation, p. 256. 

Rates, § 570 — Telephone — Seasonal service — Minimum charge. 
2. A rate for seasonal telephone service providing for a minimum of six 
months’ service at the regular rural rate, payable in advance, any service for 
a longer period to be billed at the regular filed monthly rate, was approved, 
p. 256. 

Payment, § 33 — Discontinuance to enforce. 
3. The reasonableness of a rule providing for disconnection of telephone 
service for nonpayment of bills is not open to question, p. 256. 

Rates, § 645 — Scope of proceeding. 
4. A rate increase for regular telephone service cannot properly be con- 
sidered in a proceeding to establish seasonal telephone rates where neither 
the original application of the company nor the Commission’s notice of in- 
vestigation made any mention of such a rate increase, p. 256. 


[August 28, 1939.] 


_ paonancng for authority to establish a minimum rate for 
seasonal service; granted. 


* 


APPEARANCES: Lodi Telephone viding for a minimum of six months’ 
Company, by Mrs. Catherine S. Hess, _ service at the regular rural rates, pay- 
Vice President and Manager, and Ed- able in advance. Any service for a 
ward P. Worringer, maintenance longer period to be billed at the regular 
man; of the Commission staff: El- filed monthly rate. 
mer W. Moke, Assistant Rate An- 2. Application of a business rate of 
alyst. $2 per month to business seasonal 

service. 

By the Commission: At the hear- 3. A rule whereby the seasonal sub- 
ing the application was amended to _ scriber could have the option of paying 
include the establishment of the fol- in monthly instalments if he is a reg- 
lowing rates and rules: ular subscriber of the company and has 

1. A rate for seasonal service pro- a satisfactory credit rating. 
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4. A monthly, rather than quarter- 
ly, basis of billing for all rural service. 

5. Application to rural service of 
the present billing and discount rule 
for rural service and the adoption of 
a provision for disconnection if bills 
are not paid within thirty days. 

Up to the present time the company 
has charged the regular quarterly rural 
rates for seasonal service. In some 
cases seasonal subscribers have been 
required to pay for a minimum of six 
months’ service while others have been 
required to pay for a minimum of 
three months’ service, thus permitting 
discrimination. The record indicates 
that collections, not only on seasonal 
but on all service, have been poor and 
that some subscribers have incurred 
sizable bills. The company now de- 
sires to standardize its practices and to 
adopt rules necessary to the rendition 


of nondiscriminatory and satisfactory 
service. 

There has been recent development 
of seasonal cottage service around 
Lake Wisconsin which it appears will 


continue. Such service is now ren- 
dered to all cottages and may in the 
future be supplied to pea vineries and 
other seasonal users. The company 
wishes to have the proposed rates ap- 
ply to all seasonal subscribers. 

[1, 2] If seasonal service is to bear 
its fair share of costs of operation, 
seasonal rates must necessarily be 
higher than rural rates in proportion 
to the length of time that the service 
is used. Seasonal service costs are 
comprised of costs which are not de- 
pendent upon the length of the period 
of service as well as costs which cease 
with the cessation of service. We 
have previously found reasonable a 


minimum seasonal charge of the m. 
ture proposed in item (1) above 
(See Investigation on Motion of th 
Commission of the Rules and Rates of 
the Commonwealth Telephone Com. 
pany Relating to Its Seasonal Service 
2—U-1329, opinion and order of Jan. 
uary 26, 1939.) We believe that the 
proposal in this case is equally reason. 
able and fair. 

A change in the billing practice from 
a quarterly to a monthly basis for al 
rural service can be accomplished in- 
formally by the filing of pro rata rates, 

[3] The reasonableness of a rule 
providing for disconnection for non. 
payment of bills is not open to ques. 
tion, similar rules having been ap 
proved in many cases. 

[4] This company does not have on 
file a separate rate for rural business 
service now billed at the regular rural 
rate. Since neither the original appli- 
cation of the company nor our notice 
of investigation in this case made any 
mention of a rate increase for regular 
service it would be improper for 1s 
to consider such increase in this order. 
Without a differential between the 
rural residence and the rural busines 
service, we do not think that we could 
properly establish a differential be- 
tween seasonal residence service and 
seasonal business service, both of 
which are rendered over rural lines. 

The Commission finds: 

That the present rules and practices 
of the Lodi Telephone Company with 
respect to its seasonal service are éi- 
ther unreasonable or unjustly discrin- 
inatory and that the rules and the rates 
applicable to such seasonal service 
thereunder as herein prescribed, are 
reasonable and nondiscriminatory. 
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Doors almost wearproof! They're 
built for any doorway, for mo- 
tor or manual control. Let us 
send complete details. Write! 


Jno KINNEAR MFG. CO. 


206 C 8 0 Feteit DS AVENUE 


COLUMBUS, oe: @ me) 
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Industrial Progress 


Selected 


information about manufacturers, 


new products, and new methods. Also news on 
personnel changes, recent and coming events. 


Philadelphia Electric Plans 
Expansion Program 


prs for construction of a steam generat- 
ing plant which will have ultimate capacity 
of 500,000 kilowatts were announced recently 
by the Philadelphia Electric Company. 

The station, to cost $45,000,000, will supple- 
ment generating capacity installations by the 
Philadelphia Electric Company of $6,000,000 
in 1938 in Philadelphia and $7,000,000 in 1939 
at Chester, Pa. 

The new development will be known in the 
Philadelphia Electric system as the Southwark 
Station. The ultimate capacity of 500,000 kilo- 
watts would be sufficient to take care of the 
electric needs of nearly two million homes 
under the average usage now established in 
Philadelphia. It would be capable of operating 
more than seven million radio receivers and 
could light five million 100-watt lamp bulbs. 


New Street Lighting Protector 
Removes Falling Wire Hazards 


NEW safety device which may be used by 

power companies on series street lighting 
circuits has been announced by General Elec- 
tric Company. The apparatus is called a Nova- 
lux protector and disconnects the constant- 
current transformers when an open circuit oc- 
curs on the line. This new protective device 
minimizes the dangers from falling street 
lighting wires as it breaks the circuit within 
one half second, thus operating before the 
wire has a chance to reach the ground. 

The circuit on this Novalux protector can- 
not be closed while the circuit fault remains 
and a manual reset is required, eliminating the 
dangers of accidental closing. Completely en- 
cased in a rust-resisting, copper-bearing case, 
the mechanism is fully protected from snow 
and rain. Since it has no dashpots or oil to 
become sluggish during cold weather, the 
mechanism and action is unaffected by tem- 
perature variations. Another safety feature 
of the protector is that the breaker will oper- 
ate even if the reset lever is frozen, since the 
breaker trips independently of the reset lever. 


Gas Appliance Sales Gain 
During First Nine Months 
G? appliance sales throughout the country 

increased substantially during the first 
nine months of this year (January-September 
period) as compared to sales figures for the 


same period last year, it has been reported by 
C. W. Berghorn, managing director of the 
Association of Gas Appliance and Equipment 
Manufacturers, from the national headquar- 
ters in New York. 

An increase of 42.0 per cent was registered 
in the sales of gas house heating equipment 
during the nine-month period as compared to 
last year’s figures. 

Gas ranges increased their sales volume 324 
per cent during the period while gas water 
heaters realized a rise of 27.3 per cent during 
the first nine months of 1939 as compared to 
the same interval of 1938. 


New York Utility Doubles 
Generating Capacity 


f Yow size of Central New York Power Cor- 
poration’s new steam-electric generating 
station now under construction at Oswego, 
New York, will be doubled by the addition of 
a second 80,000-kilowatt turbine generator 
similar to the one now being installed there, 
according to an announcement by Alfred H. 
Schoellkopf, president of the Niagara Hudson 
Power Corporation. 

As with the first unit, the second turbine 
generator will be built by the General Electric 
Company at its Schenectady plant, and the 
accompanying steam generating boiler will be 
built by the Babcock & Wilcox Company of 
New York City. 


Utility Accounting Conference 
Held in Chicago 


| Ravel representatives of the accounting 
profession in the utility and other impor- 
tant fields headlined the program of Edison 
Electric Institute’s Third National Accounting 
Conference at Chicago on November 13th, 
14th and 15th. Approximately 1,000 account- 
ants and controllers representing not only the 
electric utilities, but gas, railways and other 
public utilities as well, were in attendance. 

Bernard S. Rodey, Jr., of the Consolidated 
Edison Co. of N. Y., Inc., chairman of the in- 
stitute’s General Accounting Committee, acted 
as general chairman of the conference. 
Among the many high spots of the three-day 
meeting were Captain Arthur H. Mayo, of 
the U. S. Navy, who described how the Navy 
meets stock control and supply accounting 
problems; William W. Werntz, chief_ ac- 
countant of the Securities and Exchange Com- 
mission, on the relation of the accounting state- 
ments and reports to security issues; Dean J. 
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CHEVROLET TRUCKS 
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“THE THRIFT-CARRIERS FOR THE 
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.€ 


NATION’ 


56 models on 9 different wheelbases 


Chevrolet builds and sells more trucks than . . . Chevrolet now is in a position to supply 


any other manufacturer in America does, be- 
cause the nation has recognized the superior 
value of Chevrolet trucks and now demands 
them for the greatest number of its hauling 
jobs. .. . This nationwide demand, of course, 
is just the total demand of thousands upon 
thousands of truck users who have found in 


the hauling needs of even more industries and 
businesses than ever before. Now there are 
Chevrolet trucks in 56 models, on 9 different 
wheelbases. Among them is a model that will 
fit nearly every job, and that offers the tradi- 
tional values that have made Chevrolet the 








Chevrolet the truck best suited to their needs. nation’s largest builder of trucks. 


CHEVROLET MOTOR DIVISION, General Motors Sales Corporation, DETROIT, MICHIGAN 


Featuring . . . CHEVROLET-BUILT BODIES . . . MASSIVE NEW SUPREMLINE STYLING . . . FAMOUS VALVE-IN-HEAD TRUCK 

ENGINE . . . NEW SUPER-COMFORT COUPE-TYPE CAB .. . NEW FULL-VISION OUTLOOK .. . POWERFUL HYDRAULIC TRUCK 

BRAKES .. . HYPOID GEAR REAR AXLES . . . FULL-FLOATING REAR AXLE on Heavy Duty models (Vacuum Power Brakes, 
Two-Speed Rear Axle, optional on Heavy Duty models at extra cost.) 
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38 INDUSTRIAL PROGRESS—( Continued) 


E. McCarthy, College of Commerce, Univer- 
sity of Notre Dame, whose subject was “Real- 
istic Accounts and Statements—For Manage- 
ment—For Labor”; and M. B. Folsom, treas- 
urer of the Eastman Kodak Company, who 
outlined methods by which existing pension 
plans may be adjusted to Federal Old Age 
Insurance. 

Charles B. Couchman and Will-A Clader, 
both from the American Institute of Account- 
ants presented, respectively, “Organization for 
the Maintenance of Continuing Property 
Records,” and “Accountancy of Tomorrow.” 
Stuart A. Rice, chairman of the Central Sta- 
tistical Board, Washington, D. C., discussed 
“Industry Reporting within a Rationalized 
System of Federal Statistics.” Francis J. Brett, 
representing the Controller’s Institute of 
America, gave an up-to-date concept of the 
controller’ s duties. An engineer also gave his 
views on this subject. H.S. Bennion, vice presi- 
dent and managing director of Edison Electric 
Institute, spoke on “Cost Accounting Practices 
in Federal Government Departments.” 

A. R. Colbert, chairman, Special Committee 
on Depreciation, National Association of Rail- 
road and Utilities Commissioners, and chief 
of the Department of Accounts and Finance 
of the Wisconsin Public Service Commission, 
outlined “Benefits of Sound Depreciation 
Practices.” H. P. Sparkes, manager of the 
Meter Division of Westinghouse Electric & 
Manufacturing Company, described “Six- 
teen Functions on a Watthour Meter’s Chest.” 

H. C. Davidson and M. D. Hooven pre- 
sented brief progress reports, the former on the 
development of financial statistics and factual 
information regarding depreciation, and the 
latter on “The Engineer Plans His Part in De- 
preciation Studies.” They were followed by 
H. C. Hasbrouck, chairman of the Deprecia- 
tion Committee of the American Gas Asso- 
ciation, on “Where Do We Go From Here?” 
F. L. Griffith spoke on “Utility Arithmetic 
and the Utility Accountant,” and A. J. Bohl 
on “Proved Economies in Commercial Ac- 
counting Operations.” 

Bernard W. Lynch, president, Standard Gas 
& Electric Company, Chicago, opened the 
first of the two general sessions on Tuesday, 
with an address of welcome, and P. S. Young, 
chairman of the Executive Committee, Public 
Service Electric and Gas Company, was 
the closing speaker on Wednesday. 

An informal dinner was held Tuesday eve- 
ning, at which the speakers were Edward J. 
Kelly, Mayor of Chicago, Dr. R. B. Kester, 
professor of accounting, Columbia University, 
and Reverend John F. O’Hara, president of 
the University of Notre Dame. Toastmaster 
was Chas. W. Kellogg, president of Edison 
Electric Institute. 


G-E Announces Testing Set 
For Sodium Vapor Lamps 


o make it easier for lighting companies to 

determine if apparently “burned out” 
sodium vapor lamps are actually inoperative, 
General Electric Company has announced a 
new testing set. Occasionally a sodium vapor 
lamp will not operate because of a faulty Te- 
lay or socket, while the lamp is actually j in 
good condition. Since it is more difficult to 
check the sockets and relays, the new testing 
set permits operators to ascertain easily if the 
lamp is burned out. 

The lamp is merely plugged in the set, which 
operates from 110 volts, 60 cycles, and the 
normal service circuit turned on. If the lamp 
operates after the proper cathode preheating 
period, it is an indication that the fault lies in 
the socket or relay. 

The testing set consists of a transformer and 
operating panel, mounted in a housing designed 
for easy handling. The panel contains the volt- 
meter terminals, a lamp socket, transformer 
adjusting taps, a line switch, and a cathode 
preheating switch. 


New Chevrolets Gain 
Wide Acceptance 


uBLIc demand for the new 1940 Chevrolets, 

introduced in the company’s 8,600 dealer- 
ships throughout the country October 14th, 
has hit a record high for immediate post-an- 
nouncement orders, it was reported by W. E 
Holler, general sales manager. 

Mr. Holler stated that the new cars have 
won instant approval of the car-buying public, 
interest being expressed not only in the offer- 
ings as a whole, but in individual models. 


New B & W Booklet 


¢ OWame Cooled Furnaces,” is the title of 
a 32 page bulletin which is now being 
distributed by The Babcock & Wilcox Com- 
pany. The bulletin discusses the functions of 
water cooling for boiler furnaces, describes 
and shows by appropriate illustrations interest- 
ing details of B&W water-cooled furnace con- 
structions and varied typical applications. 
Copies may be secured direct from the com- 
pany, 85 Liberty Street, New York, N. Y. 





MARTENS & STORMOEN 
Successors to 
pence & MARTENS 
ting Switch 
foes Duty® Switches 
15 Hathaway St., Boston, Mass. 











ZENITH ELECTRIC CO. 


Automatic Control Equipment 
Magnetic Switches—Time Switches 
Program Clocks—Automatic Timers 

Special equipment made to your specifications. 
603 So. Dearborn St. Chicago, Ill. 


FLETCHER MFG. CO. 


Overhead Construction Materials 
SERVING UTILITIES FOR 60 YEARS 


38 N. Canal St., Dayton, 9. 
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Tested Progress 


As a result of recent experience with the Company's hewer 
products, the purchaser of B&W steam-generating equipment has 
available the marked advantages of important changes made recently 





in the Company's boilers. 


He also has the assurance that these new designs are practicable. 
They have been tried out and are working—reliably and satisfactorily. 
For example, there are now in operation, 26 B&W Boilers with Two- 
Stage Furnaces, one of which has been in service since 1930. Five 
B&W Open-Pass Boilers are in regular service in two plants—two in 
operation since March 1937. Eight B&W Radiant Boilers are in op- 
eration—two for over a year. Over 240 Integral-Furnace Boilers are 
in operation. The oldest has been in service since 1933. 


Opportunities for the power engineer are therefore greater 
today than ever, because of this new steam-generating equipment— 
of proved reliability—that is backed by a company with an estab- 
lished policy of protecting the users of its products. 


THE BABCOCK & WILCOX COMPANY 
85 LIBERTY ST. NEW YORK, N. Y. 
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Rate Changes! 





THE ONE-STEP METHOD 


OF BILL ANALYSIS 


R & S Bill Frequency Analyzer: developed for our Utility Rate Service. 
The kw.-hrs. billed are entered on the adding machine keyboard. A tape is 
prepared of all items and a ption total lated which serves as a 
control, At the same time—through this single operation—the bill count for 
each kw.-hr. step is made by the electrically controlled accumulating registers. 














Continued rate changes—checking load-building activities— 
need for current customer usage data—all are reasons why 
many companies are using R & S ONE-STEP SERVICE for 
analyzing information required in productive rate making. 
Monthly or annual bill frequency tables now produced in a 
few days instead of weeks and months. 


Estimates promptly submitted. Such marked savings that analyses now can 
be carried on currently for much less than former cost of periodic studies. 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York, N. Y. 


Boston Chicago Detroit Montreal 
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TOMORROW'S TREND TODAY 


IN TRANSFORMERS 


Pennsylvania’s Improved | 
Tank Construction 


es 


is now standard in all Pennsyl- 
vania round-tank distribution 
transformers. Large numbers 
of such transformers have been 


shipped the current year. 
2 Uy, Remember, Pennsylvania’s costlier improve- 
en ments can be had without extra cost to you. 
1 
Ww can 


ues. TRANSFORMER COMPANY 


i701 ISLAND AVE,, 
N.S., PITTSBURGH, PA: 
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THE PROBLEM OF 
THE MOMENT FOR 


ACCOUNTANTS 
ENGINEERS 

CONSULTING ENGINEERS 
ACCOUNTING FIRMS 


PROPERTY RECORDS SYSTEM! 


The 1939 report of the A.G.A. Committee on 
Property Records gives the combined experience 
of the Gas and Electric Companies that have 
had to meet this problem and their solution of it. 


It is invaluable to those who have yet to set 
up their system and organization and to those 
who must advise companies in the solution of 
this problem. 


This report is available at 


$2.50 for single copies 
Ten copies—$2.00 each 
Twenty copies, or more—$1.50 each. 





PLEASE ADDRESS ORDERS TO 


AMERICAN GAS ASSOCIATION 


420 Lexington Ave., New York, N. Y. 








FOR SAFETY, DEPENDABILITY AND ECONOMY SPECIFY 
J&L SEAMLESS IN YOUR POWER PIPING INSTALLATIONS 


ith J&L Seamless Pipe carrying the load, you are sure of the utmost 
n safety. There can be no failure at or near a weld... for there are no 
elds .. . no weak spots. 

Installations in power and manufacturing plants all over the country 
e proving the merits of J & L Seamless. The piercing and rolling process 
y which Jones & Laughlin manufactures Seamless Pipe literally rolls 
xtra life and extra strength into every length of J & L Seamless. 

Gain the extra advantages . . . the longer life... the greater safety... 
hat J& L Seamless Pipe gives you. 

Make your maintenance dollar go farther. Specify Jones & Laughlin 
beamless Pipe for all your power and process needs. Write for a copy of 
ur pipe handbook SP4. 


ONES & LAUGHLIN STEEL CORPORATION 


AMERICAN IRON AND STEEL WORKS 
PITTSBURGH, PENNSYLVANIA 


&L— PARTNER IN PROGRESS TO AMERICAN INDUSTR 
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“Now there’s a conductor... 








More than 750,000 miles of A.C.S.R. has been 

purchased for power lines; some has been on 

the job over a quarter of a century. How’s that 

for evidence of the reliability of these con- 
ductors and A.C.S.R. engineering standards! 

A.C.S.R. combines in a single conductor high strength, 
light weight, high conductivity and resistance to corro- 
sion. With A.C.S.R., you employ long spans without 
sacrifice of safety. Lines have long life and maintenance 
costs are low. 

Hi-line or rural line, there is an A.C.S.R. conductor 
which enables you to build economically. Ask Alcoa 
engineers for assistance in selecting those best suited to 
your needs, ALUMINUM Company OF America, 2134 
Gulf Building, Pittsburgh, Pennsylvania. 


BVO G elk 
Claminum Cable Steel Reinffnced 


ee ee 
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hoose NORDSTROM VALVE 





With their pressure lubrication features, Nord- 
stom Lubricated Plug Valves provide for 
hydraulically jacking the plug free in the 
event of its sticking. They also provide easy 
operation under high line pressure by lubri- 
cating the rubbing surfaces. Leakage is pre- 
vented by the introduction of a plastic, viscous 
seal of lubricant between the plug and its 
seat. Because the plug is never separated from 
its seat without the space being automatically 
filled with lubricant, it is impossible for any 
foreign matter to enter. This feature protects 
the valve from corrosive and erosive action 
of the line contents. 


Ask for Catalog 


PATENTED 
“Sealdport” 
Lubrication 


ADVANTAGES 


1. Quarter-turn. Opens or closes valve. Quick- 
est to operate. 


2. Simplest design. Fewest parts. Nothing to clog. 


3. "Sealdport" lubrication. Provides proper lift- 
ing of plug by positive pressure and maintains 
unbroken seal surrounding the ports. 


4. Streamlined flow. Minimum resistance to line 
flow. 


5. Full-floating plug. Always easy to turn. Non- 
freezing. 


6. Lapped plugs. Lapped into the bodies by 
exclusive patented methods, assuring precision 
fits. 


7. No exposed seat. Plug rides on pressure 
lubricant seat from which it is never separated. 


8. Non-sticking. Powerful hydraulic action per- 
forms triple function; lifts plug to turn easily; 
lubricates; and seals valve. 


9. Pressure-checked. Impossible for line fluid 
or lubricant to be blown out through lubricant 
ducts when lubricant screw is removed. 


10. Check valves. Two or more ball checks in 
shank are positive means of preventing leakage 
regardless of pressure. 


11. Special lubricants. Special compounds to 
meet specific needs. 


12. Factory-tested. Every Nordstrom receives 
drastic factory tests to assure sustained service 


in the field. 


MERCO NORDSTROM VALVE CO. 

CA Subsidiary of PITTSBURGH EQUITABLE METER CO. 
ORLD'S LARGEST MANUFACTURERS OF LUBRICATED PLUG VALVES; GASOLINE, OIL & GREASE METERS 
S rcncbee's Main Offices: 400 Lexington Ave., PITTSBURGH, PENNA. 


ew York City, Buffalo, Philadelphia, Columbia, Memphis, Chicago, Kansas City, Des Moines, Tulsa, Houston, Los Angeles, Oakland. 
anadian Licensees: Peacock Bros., Ltd., Montreal. European Licensees: Audley Engineering Co., Ltd., Newport, Shropshire, England. 


} ROD | CTS Nordstrom Plug Valves * Nordstrom Air, Curb and Meter Cocks * Nord Valve Lubri ° 





* EMCO Gas Meters * EMCO-McGaughy Integrators * EMCO Regulators * Pittsburgh Meters for 
® Gasoline, Grease, Oil, Water and other Liquids * Raybould Couplings * Stupakoff Bottom Hole Gauges 
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NEPTUNE METER COMPANY - 50 West 50th Street, NEW YORK CITY 


AN 


Br Hi DALLAS, KANSA 
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Are you getting all three in your 
present Boiler and Machinery 
insurance? 


Ask yourself these questions about your 
casualty insurance and consider what Lumber- 
mens answers may mean to you in lessened 
costs and increased safety. 

Q. Are my present policies consistently earn- 
ing dividends of 25%? 

A. Lumbermens policyholders have regularly 
received this dividend on their Boiler and 
Machinery policies. This means that they have 
saved 25% on their insurance costs each year. 

Q. Am I receiving an inspection service 
which, as far as possible, will prevent 
accidents ? 

_A. Lumbermens has carefully selected en- 
gineers who by training and experience are 
unusually well qualified to render an outstand- 





“Service— 
Savings— 
Stability—inere you 


have the 3 reasons why we 


place our insurance 


with Lumbermens” 





ing accident prevention service. Its boiler in- 
spectors average twenty-three years of experi- 
ence in the manufacture and maintenance of 
boilers and machinery. Their regular inspec 
tions prevent accidents and help to lower in- 
surance costs. 

Q. Is my insurance company soundly or- 
ganized and ably managed? 

A. Lumbermens Mutual—organized over a 
quarter of a century ago—has grown in size 
and strength each year through war, panics 
and depressions. Today assets exceed $30,000,- 
000 and net cash surplus is more than 
$4,500,000. 


Find out what these advantages Lumbermens 
offers may mean to you. Ask the Lumbermens 
agent or mail the coupon for more complete 
details about Lumbermens plan that is reduc- 
ing Boiler and Machinery insurance costs for 
successful corporations and discriminating 
property owners from coast to coast. 


LUMBERMENS MUTUAL 
CASUALTY COMPANY 


James S. Kemper, President 
MUTUAL INSURANCE BUILDING, CHICAGO, U. S. A. 
Operating in New York as (American) Lumbermens Mutual Casualty Company of Illinois 


Save with Safety in the “World’s Greatest Automobile Mutual” 





Please send me full in- 

formation about Lumber- siasessaiheltas 
mens inspection service and 

tell me how I may save Address ... 
money on my Boiler and Ma- 

chinery insurance through City 


ermens, 
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ROBERT A. BURROWS’ 


NEW 1939 
UTILITY CHART 


ELECTRIC LIGHT AND POWER @ GAS @ TRANSPORTATION 
WATER @ COMMUNICATIONS @ INVESTMENT COMPANIES 
ETC. 














@ Showing at a glance @ 


“INTER-RELATION AND CAPITALIZATION OF THE PRINCIPAL PUBLIC 
UTILITY HOLDING, OPERATING AND INVESTMENT COMPANIES 
AS OF JUNE 1, 1939” 


ALSO SERVICE AREA MAPS OF THE PRINCIPAL 
PUBLIC UTILITY SYSTEMS IN THE UNITED STATES 
(Chart Size—34” x 28”) 


An indispensable reference for @ Public Utility Executives @ Utility Supply 

Companies @ Banks @ Brokers @ Investment Counselors @ Trust and In: | 

surance Companies @ Public Service Commissions @ Investors @ Or any one 
interested in any phase of the Public Utility Industry. 


e e PLEASE NOTE e e 


Chart is printed on 32-lb. high grade paper in ONE COLOR at $2 
per copy, or in NINE DISTINCTIVE COLORS at $3 per copy, postage 
prepaid. Colors used in bar graphs afford an excellent chart for fram- 
ing or desk top reference. 


net UNFOLDED MAILING is desired add 25c for special 3-ply mailing 
tube. 

QUANTITIES of ten or more copies, for complimentary distribution, 
at reduced prices, on request. 


* 
Order from 


PUBLIC UTILITIES REPORTS, Inc. 
Munsey Bldg. Washington, D. C. 
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GRINVELL MULSTFYRE— 


A Positive Protection Against Oil Fires 


sLIC 


A stubborn transformer fire. 


ply 


ne 




















Five Seconds after water was turned on, 
“Mulsifyre” system has completely 
extinguished the fire. 


eae patented principle of Grinnell 
“Mulsifyre” System is the conversion 


of an inflammable liquid into one which 


cannot burn by the simple and effective 


method of emulsifying it. The necessary 
mechanical agitation to form the emlusion 
is provided by discharging water alone, 
with force, onto the surface of the oil by 
means of a special discharge nozzle, per- 
fected by Grinnell, called a Projector. 

Since its introduction, the “Mulsifyre” 
System has had wide acceptance in this 
country and abroad as an effective method 
of extinguishing oil fires. It has been 
approved for use in the bilges of oil burn- 


ing ships of the United States Navy. 





Write for full details describing “Mul- 
sifyre” and its applications. Grinnell Co., 
Inc., Executive Offices, Providence, R. 1., 
Branch Offices in Principal Cities. 











’ GRINNELL 


AUTOMATIC SPRINKLER FIRE PROTECTION 
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NEW, APPROVED, IMPROVE 


UNDERWRITERS Q) 
LABORATORIES INSPECTED 
FLASHLIGHT FOR USE IN GAS 
AIR MIXTURES OF CLASS 1 

GROUP O- INCLUDING 
GASOLINE - PETROLEUM- 
NAPTHA- ALCOHOLS -ACETONE 
LACQUER SOLVENTS AND 

NATURAL GAS 


SERIAL N&. 


Approvat N2? 605 
Apprcven Fos tary I ain | NATIONAL CarBon Co, INC. 
y 


Ano Mernane Mixtures | Ma YorK.NY. 


INDUSTRIAL FLASHLIGHTS ‘ef | 


i 


: 
prevent rolling, ring-hangers add to convenience. vm er TT 
“Eveready” Safety Flashlights resist water, oils, greases, gaso- | i) 
| 























Turse new “Eveready” focusing spotlights for use in explosive, 

gaseous atmosphere bear the inspection labels of both the U. S. 

Bureau of Mines and the Underwriters’ Laboratories. They are SAFE | 

‘under the dangerous atmospheric conditions listed on the label. | i r 
The new “Eveready” Safety Flashlights are of high quality semi- 

hard rubber reinforced with brass, with unbreakable, plastic lenses, 

special protected lamp and hand-replaceable, heavy-duty slide 


4 


switch with positive ‘“‘off” and ‘‘on” positions. Hexagonal heads 
po po ‘gO 


line, alcohol, acids, alkali, are non-conducting and proof against 


impact and dropping. 
i QM 


>, 
Guard wire holds lamp in 
spring-loaded socket. Should 
bulb break, spring ejects NATIONAL CARBON COMPANY, ING 
lamp-base, instantly opening 
electric circuit and thrusting General Offices: New York, N. Y., Branches: Chicago and San Franc 


hot filament against chilling P : i 
a lken Unit of Union Carbide and Carbon Corporation 











The word “Eveready” is the trade-mark of National Carbon Co,, lat. 
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It's an Impressive List 


O one could scan a list of the utilities that use 

Exide-Chloride Batteries without being impressed 

with the great number and importance of the 
companies represented. 


And if the management of each were to be asked why 
they chose the Exide-Chloride, the answer in each case 
would probably be the same—because the unusual con- 
struction of this battery assured unfailing dependability 
and comparative freedom from maintenance throughout 
an exceptionally long life. Write and let us tell you 
about these characteristics. 


THE ELECTRIC STORAGE BATTERY CO. 


The World’s Largest Manufacturers of Storage Batteries 
for Every Purpose 


PHILADELPHIA 
Exide Batteries of Canada, Limited, Toronto 








NGAMO TYPE L-2 METERS SINGLE DISK 


e Type L-2 two-element meters com- TWO-ELEMENT METERS 


rie two complete electro-magnetic 

lements driving a single disk. They are 

esigned for modern "A" and "S" 

ountings, thus combining conven- 

ence in installation with a minimum of 

pace requirements. Electrical char- 

teristics meet all the requirements TYPE L-2-S 

or modern meter accuracy and per- Roe uae 
ormance. 


i | odetn Meters tor Modern Loads! 


SANGAMO ELECTRIC COMPANY 


SPRINGFIELD, ILLINOIS 
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Marshalling the facts— 


Interpreting issues 


and trends— 


Here is a new book that will help the business man to 
arrive at sound viewpoints concerning the ever more im- 
portant questions of public utility regulation. The book 
supplies the necessary analysis of the nature and extent of 
regulation today—critically and impartially considers its 
economic significance. 


Public Utility Regulation 


By G. Lloyd Wilson, Professor of Transportation and Public 
Utilities, University of Pennsylvania 

James M. Herring, Assistant Professor of Geography and 
Public Utilities, University of Pennsylvania 

and Roland B. Eutsler, Professor of Economics and Insur- 
ance, University of Florida 
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cee ee eS ONS 


. The 


. Federal 


Chapter Headings 


Regulation before the Estab- 
lishment of State Commissions 
State Versus Local Regulation 
Regulation by State Com- 
missions r 
Regulation of Accounting and 
Reporting 

Rate’ Regulation 

The Valuation of Public Util- 
ities 

Fair Return 

Depreciation 

Regulation of Service 
Regulation of Security Issues 
Regulation of Holding Com- 
panies 

Federal Government and 
the Public Utilities 


. Regulation of Motor Transpor- 


tation 

Regulation of Inter- 
state Commerce in Gas and 
Electricity 


. National Power Policy and the 


Federal Power Commission 


. Federal Power Projects 
- Rural Electrification 
. Federal 


ral Regulation of Com- 
munications 


. Government Ownership 








571 pages, 6 x 9, $4.00 


This book does the job of research for the man who wa 
a full, detailed picture of the regulation situation. It 
correlation and analysis of facts from laws, records, cot 
decisions, the literature, and other sources that have a b 
ing on the case. It represents the complete, integrated sto 
—the history, the extent, the significance, the trend, of pul 
utility regulation in the United States. 


You will appreciate the pertinently critical discussion of: 
—the emergence of regulation and its development through the stat 
“commissions pattern 
—the problems of state versus local regulation 
—the issues involved in regulation of accounting and reporting, rat 
and valuation for rate-making, rate of return, depreciation, servi 
security issues, etc. 

—the expanding role of the Federal Government in utility control, # 
its value in terms of the possibilities of sounder regulation 
—Governmental experiences in undertaking power projects and pm 

moting rural electrification 
—their significance as instances of national economic planning 
—the issues of governmental versus private ownership 


Order from 


PUBLIC UTILITIES REPORTS, ING. — 
MUNSEY BLDG. WASHINGTON, 
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er 
give you more 
quick, clean, easy pipe cuts 


Because it's thin like a tough knife blade, 
this remarkable FRRIAUID cutter wheel 
rolls right through your pipe, leaves prac- 
tically no burr. Coined from special sheet 
tool steel, forged and assembled in a 
solid hub, it assures you far more cuts 
per wheel — saves time, effort and 
money. Cutter housing is warp-proof, 
always cuts true, twirls easily to size. 


Reduce your tool upkeep expense and save 
on payroll time — order RIBEID Cutters 
from your Supply House. 


THE RIDGE TOOL COMPANY mime Sodert Cate 
control, a Heavy-Duty type also 
tion - Ei a Ohi available 

aod yria, Ohio 


ng 


MAKERS OF THE FAMOUS RIG&ID WRENCH 


Slieess(f> eire Toots 
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P. U. R. DIGEST 


CUMULATIVE 





A Digest That Is Serviced 


The Only Complete Digest of Public Service Law and Regulation 





A WORK OF PRIMARY AUTHORITY CONTAINING THE 
DECISIONS AND RULINGS OF THE 


United States Supreme Court 
iii wears United States Circuit Courts joan 
of Appeals 

COVERING United States District Courts ALPHABETICAL 
FIFTY YEARS State Courts CLASSIFICATION 

Federal Regulatory OF SUBJECTS 
AN EXHAUSTIVE Commissions me 
aeiveoe State Regulatory Commissions A GREAT REVIEW 
Insular and Territorial Regu- 

THE LAW 


ie . 
latory Commissions A GREAT SERVIC 
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* * PRODUCTS 


THE SUPERIOR SWITCH BOARD & DEVICES CO. 
CANTON , OHIO 


x LH caste ACL CO7LG * 





; HETER ¢ RELAY TEST SWITCHES METER TEST BLOCKS ¢ TABLES 


METER € TRANSFORMER ENCLOSURES 


°WALL- 
DREADNAUGHT 


TRADE MARK 


Blow. Torches 


noted for their scientific design, rugged 
construction and low fuel consumption. 
They will operate efficiently in an in- 
verted position and at any angle and are 
manufactured from the highest grade of 
materials by experienced workmen. 


Every Dreadnaught is service-tested be- 


fore shipment, warranted to give satis- P. WALL MFG. SUPPLY C0. 


faction and guaranteed against defects. PITTSBURGH PA 
° . 
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PROFESSIONAL DIRECTORY 


©. These pages are reserved for engineers, accountants, rate experts and others equipped 
to serve utilities in all matters relating to rate questions, appraisals, valuations, special re. 
ports, investigations, design and construction. « « « « ‘ 














THE AMERIGAN APPRAISAL GOMPANY 


INVESTIGATIONS e« WALUATIONS e REPORTS 


PROPERTY EXAMINATIONS AND STUDIES for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
CHICAGO + MILWAUKEE + NEW YORK + WASHINGTON ~ And Other Principal Cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








sox FOLD, Bacon « Davis, anc Bare casts 


CONSTRUCTION £ ° 
OPERATING COSTS ngineers INTANGIBLES 


VALUATIONS AND REPORTS 
CHICAGO PHILADELPHIA NEWYORK LOS ANGELES WASHINGTON 








LIVINGSTON, McDOWELL & CO. 


Urilit 
y CERTIFIED PUBLIC ACCOUNTANTS 
Consultants APRAS 
AMERICAN INSTITUTE OF ACCOUNTANTS 
PENNSYLVANIA INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
1518 WALNUT ST. PHILADELPHIA, PA, 
D. M. LIVINGSTON, C. P. A. ( PA.) 
FORMER MEMBER: C. WHITFORD MCDOWELL, C. P. A. (PA.) (MD.) 
PENNSYLVANIA PUBLIC UTILITY COMMISSION 








J. H. MANNING & COMPANY 


120 Broadway Field Building 
New York ENGINEERS Chicago ~ 
Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 
Public Utility Affairs including Integration 
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SANDERSON & PORTER 


ENGINEERS 
VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


NEW YORK 





CHICAGO 








BLACK & VEATCH JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 

NEW YORK 


CONSULTING ENGINEERS 
Appraisals, investigations and re- 
ports, design and supervision of con- 
struction of Public Utility Properties 
KANSAS CITY, MO. 





BOSTON 








4706 BROADWAY 








EARL L. CARTER JENSEN, BOWEN & FARRELL 
ngineers 


Consulting Engineer 
RENNSYLVANIA, WEST VIRGINVA, KENTUCKY Ann Arbor, Michigan 
PUBLIC UTILITY Appraisals - Investigations - Reperts 
VALUATIONS AND REPORTS .__,_,.im connection with i 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 


814 Electric Building Indianapolis, Ind. 

















SLOAN & COOK 
CONSULTING ENGINEERS 


120 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals—Original Cost Studies 
Depreciation, Financial, and Other Investigations 


CHENEY AND FOSTER 


Engineers and Utility Consultants 








NEW YORK 





61 BROADWAY 








Francis S. HABERLY J. W. WOPAT 
; Consulting Engineer 
Construction Supervision 


ENGINEER 
Appraisals—Financial 


Appraisals—Property Accounting Reports 
—Cost Trends Rate Investigations 
1510 Lincoln Bank Tower Fort Wayne, Indiana 


122 souTH MICHIGAN AVENUE, CHICAGO 
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Ketter PRODUCTS... 
because CITIES SERVICE knows your problems! 








_ Service engineers, backed by 77 years of practical 
lubrication experience, are concentrating their efforts daily 
on solving the various lubrication problems with which in- 
dustry is faced. 


Wherever moving surfaces come together, no matter what 
the speed or load, Cities Service can recommend authiorita- 
tively the correct lubricants to use. Whether you need heavy 
greases for massive gears or the lightest of oils for delicate 
precision machines, Cities Service is ready to fill your every 
need. 


Cities Service engineers will be glad to discuss your lubri- 
cation problems with you. 


*¢¢ ¢ @ ¢ 


CITIES SERVICE INDUSTRIAL OILS 


Compressor Oils Marine Engine Oils 

Cutting Oils Quenching and Tempering Oils 
Diesel Engine Oils Sewing Machine Oils 

Cylinder Oils Spindle Oils 

Star Ice Machine Oils Transformer Oil 

Leather Finishing Oils Turbine Oils 

Loom Oils Wool Oils 


peur of Stars—the Cities Service Concert—with Lucille Manners, Ross Graham and Frank 
Black’s Orchestra and Singers—broadcast every Friday evening over the N.B.C. Red Network. 
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WHY TOMORROW WILL BE BETTER THAN 10) 


ETTER transformers .... better 

regulators .... better switchgear, 
cable, and meters—all because the 
engineer is applying today’s knowl- 
edge to the never-ending task of 
meeting tomorrow’s needs. 


Under his hand take shape the power 
plant and the substation of the future. 
The cost of generation, transmission, 
and distribution will thus continue 
downward. And your services will be 
that much nearer to your ideal of 
supplying all the kilowatt-hours de- 
sired to all those who desire them, 
and at the least possible cost. 


GENERAL 


How is this progress made possib 
Through the everyday purchases th 
you make from those manufactu 
who have the experience, the faciliti 
and the vision so essential in thiswo 


You may therefore find satisfaction 
this thought: ‘“‘Many of my pres 
day savings—efficiencies and eco 
mies—were made possible by ! 
purchases of G-E apparatus onlya 
years ago. Today, in the same Wa 
future reductions in my operat 
costs and ever greater reliability 
service are an integral part of evt 
purchase I make from Gene 
Electric.”’ 


ELECTRIC 


96-424B 





